Case No. 2022-00147
Water Service Corporation of Kentucky
Responses to Attorney General First Request for Information

AG DR 1-1:

Refer to the Application generally.

a. Provide an organizational chart of Water Service Kentucky, and designate
whether each position is based in Kentucky or elsewhere.

b. Provide an organizational chart of Water Service Corporation (“WSC”), and
designate whether each position is based in Kentucky or elsewhere, and what the allocation
factor to Water Service Kentucky is for each position.

C. Provide an organizational chart of Corix Corporate Support Services, and
designate whether each position is based in Kentucky or elsewhere, and what the allocation
factor to Water Service Kentucky is for each position.

d. Provide an organizational chart of Corix Regulated Utilities (US) Inc. (“CRU”),
and designate whether each position is based in Kentucky or elsewhere, and what the allocation
factor to Water Service Kentucky is for each position.

e. Provide an organizational chart of Corix Infrastructure, Inc. (“CII”) and designate
whether each position is based in Kentucky or elsewhere, and what the allocation factor to Water
Service Kentucky is for each position.

f. Provide an organizational chart of the overall Corix Group of Companies, and the
applicable allocation factor to Water Service Kentucky, if any.

g. Provide an organizational chart that includes all of the parent companies/holding

companies/affiliated companies that are associated with Water Service Kentucky.

Response: Please see below. All positions in each chart note the location below the employee’s

name (e.g., WSC Chicago refers to WSC’s Chicago, Illinois office). Department allocation
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factors are shown in Excel file PSC DR 1-49 Exhibit 29 - Schedule C - 2023 CAM Forecast
2022-2025 — CONFIDENTIAL.xIsx, Allocation $ tab.
a. Please see AG DR 1-1 a - WSCK Org Chart. Colby Wilson reports to Seth Whitney.
b. Please see response to part C below. WSC employees are part of Corporate Support
Services and encompasses those employees who reside in the US versus Canada.
C. Please see the following attachments:

(1) AG DR 1-1 Org Chart Part 1 CEO and EVP COO

(2) AG DR 1-1 Org Chart Part 2 EVP Corp Devmt and CFO

(3) AG DR 1-1 Org Chart Part 3 EVP Support Services

(4) AG DR 1-1 Org Chart Part 4 EVP Risk Mgmt
d. No positions are associated with CRU.
e. Please see response to Item C above.
f. Please see attachment AG DR 1-1 CONFIDENTIAL.pdf. For allocation factors, please
see response to AG DR 1-2.
g. Please see response to Part F above.

Witness: James Kilbane/Shawn Elicegui
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AG DR 1-2:

Refer to the Application generally. Provide a list of all entities that direct charge or allocate
costs to Water Service Kentucky, and include the total amount of costs that are direct charged
and/or allocated to the Company in the test year.

Response: WSC allocates indirect costs WSC and CII incur through guidelines established in the
Cost Allocation Manual (“CAM?”). Please see Excel file PSC DR 1-49 Exhibit 29 - Schedule C -
2023 CAM Forecast 2022-2025 — CONFIDENTIAL.xIsx for costs charged and allocated in the
Forecast Period. In addition, WSC direct charges Benefits costs, as detailed in Exhibit 29.14
(except Workers Compensation Insurance). Finally, Insurance Expense, as shown in Exhibit
29.16 (including Workers Compensation Insurance from Exhibit 29.14), is allocated based on
allocation factors detailed in Excel file PSC DR 1-50 - Business Insurance.xIsx.

Witness: James Kilbane
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AG DR 1-3:

Refer to the Application generally. Provide the following information for Water Service

Kentucky employees, as well as all employees’ whose costs are allocated to Water Service

Kentucky.

a. Provide the position title and salary for each salaried employee for the years
2017 - 2022.

b. Provide the average raise that the salaried employees received for the years 2017

—2022. Ensure to explain whether the annual raise is directly connected to a performance

review.

C. Provide the average bonus that each salaried employee received for the years
2017 - 2022.

d. Provide all awards given to the salaried employees for the years 2017 — 2022.

e. Provide all vehicle allowances given to the salaried employees for the years
2017 - 2022.

f. Provide all incentive compensation given to the salaried employees for the years
2017 - 2022.

g. Provide the average raise, if any, which will be given to salaried employees for
2023.

h. Provide the position title and wages for each non-salaried employee for the years
2017 - 2022.

I. Provide the average raise provided to the non-salaried employees for the years
2017 — 2022. Ensure to explain whether the annual raise is directly connected to a performance

review.
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J. Provide the average bonus provided to the non-salaried employees for the years
2017 - 2022.
k. Provide all awards given to the non-salaried employees for the years 2017 — 2022.

l. Provide all vehicle allowances given to the non-salaried employees for the years
2017 - 2022.
m. Provide all incentive compensation given to the non-salaried employees for the

years 2017 — 2022.

n. Provide the average raise, if any, which will be given to non-salaried employees
for 2023.
0. Provide a detailed explanation of the insurance benefits provided to the

Company’s employees, including but not limited to health, dental, vision, life insurance, etc.
Ensure to include all premiums paid by the Company’s employees, premiums paid by the
Company or parent company on the employees’ behalf, as well as all copays, deductibles, and
maximum out of pocket amounts.

p. Provide a detailed explanation of the retirement benefits provided to the
Company’s employees, including but not limited to, whether there is a defined benefit plan,
401(k) matching, etc.

Response:
In response to Items A — D and F — |, please refer to the response to PSC DR 2-9.
Items J — M are not applicable to WSCK.

e. Please see attached Excel file AG DR 1-003 Auto Allowance CONFIDENTIAL.xIsx
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n. The average increase estimated for 2023 for non-salaried employees is 11.2%. Please
note that all forecasted increases for 2023 above an estimated 3% merit increase are due to the
market pay adjustment implemented concurrently.

0. Please see responses to PSC DR 1-40, PSC DR 1-41, and PSC DR 1-42.

p. Please see response to PSC DR 1-43.

Witness: James Kilbane
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Explain in detail whether any expenses have been removed from the proposed rates for

ratemaking purposes. Provide a detailed list of the removed expenses, and explain why Water

Service Kentucky removed each expense from the rate case.

Response: Please see Excel file PSC DR 1-49 Exhibits 27, 28, 29 and Subparts - Rev Reqt 2022

WSCKY as filed. In the Office Utilities tab and the Miscellaneous & Travel tab, the following

accounts were removed as the PSC has consistently deemed them unrecoverable from customers:

587100

- 587200

- 592000

- 594000

- 595000

- 599900

Holiday Events / Picnics

Meals and Entertainment

Airfare

Travel — Meals and Entertainment

Travel — Meals and Entertainment - 50% Tax Deductible

Other Travel

Witness: James Kilbane
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AG DR 1-5:

Refer to the Application generally.

a. Identify the type of payments that Water Service Kentucky accepts without
assessing a fee.

b. Identify the type of payments that Water Service Kentucky accepts only with a
fee assessment.
Response: Please see the Company’s website link below for customer payments that incur a
processing fee. The Company or its third-party processors do not assess fees on other forms of
payment.
https://www.myutility.us/wscky/customer-service/payment-options

Witness: James Kilbane
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AG DR 1-6:

Refer to the Application generally. Provide a list that specifies all proposed pro forma
adjustments, the amount of each pro forma adjustment, along with a description of each
adjustment.

Response: Please see Excel file AG DR 1-6 Adjustments.xlsx for a summary of Forecast Period
adjustments and references to support workpapers where necessary. A full discussion and
description of the Forecast Period adjustments can be found in the Direct Testimony of James
Kilbane.

Witness: James Kilbane
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AG DR 1-7:

Refer to the Application generally. Explain whether any vacant position costs are included
in the proposed revenue requirement. If so, provide the job title, salary/wage, necessity of the
position, date the job was created and vacated, explanation as to why the position is currently
vacant, and an estimated date as to when the position will be filled.

Response: As of May 31, 2022, Salaries Expense included two open positions. The first position
is the Director of Engineering and Asset Management, salary $133,750, which is necessary to
oversee capital projects. The position was created in 2017 under a different title and has been
open since November 2021, the position is currently posted and available. The other position is
a Kentucky Operations Apprentice, entry-level position. The position was created in 2018 and
has been open since May 2021 when its former occupant was promoted to Water-Wastewater
Operator 1. The elevation of the prior Operations Apprentice to Operator demonstrates the
benefit of having the apprentice position to draw new talent to the industry. Estimated date when
position to be filled, the position is currently posted and available. Both positions are expected to
be filled by September 30, 2022.

Witness: James Kilbane
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AG DR 1-8:

Refer to the Application generally. Provide a detailed description of Water Service
Kentucky’s relationship with the cities of Middlesboro and Clinton. Ensure to include whether
Water Service Kentucky has a physical office in either city for customers to call for assistance,
come in to pay their bill, etc.

Response: WSCK owns and operates the water systems in both Clinton and Middlesboro. In
Clinton, WSCK maintains two full-time employment positions and a permanent shop and office.
Customers can drop off payments at it’s the office in Clinton. In Middlesboro, WSCK has 11
full-time positions and a permanent shop and offices located at the water plant. In addition to
operating the water system in Middlesboro, WSCK also processes the sewer and trash billing for
Middlesboro. Through this arrangement, customers can make water, sewer, and trash payments
at the Middlesboro City Hall. WSCK, through the support of WSC, has a customer service team
and a billing/collections team that customers can contact regarding any water service issues and
payment processing. The Company also initiated the MyUTtilityConnect app for electronic
devices, which allows customers to make payments, request service turn ons/offs, set up the
AutoPay feature, view service alerts and notifications, and more.

Witness: Seth Whitney
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AG DR 1-9:

Refer to the Application generally. Explain in detail whether Water Service Kentucky
provides annual reports of any kind to Middlesboro and Clinton. Explain why or why not.
Response: WSCK provides both Middlesboro and Clinton monthly usage reports. In
Middlesboro, WSCK conducts the billing for wastewater and garbage for the City. The City of
Clinton uses WSCK data to conduct its wastewater billing.

Witness: James Kilbane
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AG DR 1-10:

Refer to the Application, page 2, paragraph 4, in which Water Service Kentucky states that
it provides water service to approximately 6,147 customers, or 7,047 equivalent residential
customers.

a. Explain in detail the difference between the equivalent residential customers and
the actual number of customers.

b. Provide the number of actual customers that Water Service Kentucky provided
service to for the years 2017 — present date.

C. Provide the number of equivalent residential customers that Water Service
Kentucky provided water service to for the years 2017 - present date.

d. Identify the number of actual customers that Water Service Kentucky provides
service to in Middlesboro and Clinton, broken down by each city.

e. Identify the number of actual customers that Water Service Kentucky provides
service to in Bell County, outside of the Middlesboro city limits.

f. Identify the number of actual customers that Water Service Kentucky provides
service to in Hickman County, outside of the Clinton city limits.

g. Explain in detail if Water Service Kentucky plans to acquire any water or
wastewater facilities in Kentucky in the next five years.

Response:
a. The Company uses the term “customers” or “customer count” to signify the number of
billable customer accounts. “Equivalent residential customers” denotes a conversion of customer

connections based on the AWWA ratios of meter size flow rates to a standard 5/8” meter.
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b. Please refer to Exhibit 29 Schedule A, page 6 of 6, where an average of the beginning

and end of year customer counts has been provided, and the year-end customer counts have been

provided.
C. Please refer to the table below:
Year ERCS
2017 7,107
2018 7,100
2019 7,095
2020 7,030
2021 7,031

2022-June 7,030

d. There are 572 active water service customers in Clinton and 5,526 active water service
customers in Middlesboro. Additionally, there are 8 active private fire connections (6 accounts)
and 74 active private fire connections (33 accounts) in Clinton and Middlesboro, respectively.
There are 27 active municipal hydrants (1 account) and 267 active municipal hydrants (1
account) in Clinton and Middlesboro, respectively. These are as of June 30, 2022.

e. WSCK services 983 customers outside the Middlesboro City boundaries as of July 21,
2022.

f. WSCK services 47 customers outside the Clinton City boundaries as of July 21, 2022.

g. While WSCK does not have current plans to purchase any other water or wastewater
facilities in Kentucky, it is receptive to considering viable acquisition opportunities in Kentucky
as they arise.

Witness: Seth Whitney/James Kilbane
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AG DR 1-11:

Refer to the Application, page 2, paragraph 5. Water Service Kentucky states that it is
requesting an increase in rates because its existing rates for water service do not afford it the
opportunity to recover its reasonable operating costs or to earn a just and reasonable rate of return
on the investments made.

a. Confirm that Water Service Kentucky was provided a rate increase in Case No.
2020-00160, on December 22, 2020.

b. Confirm that Water Service Kentucky was provided a rate increase in Case No.
2018-00208, on February 11, 2019.

C. Explain in detail the investments that Water Service Kentucky has made since Case
No. 2020-00160.

d. Specify how Water Service Kentucky defines a “reasonable rate of return on
investments.”

Response:

a. WSCK received a rate increase in Case No. 2020-00160.

b. WSCK received a rate increase in Case No. 2018-00208.

C. Please refer to responses to Items 20 and 79 of this response.

d. Please see Application Exhibit 9.5 for Mr. D’ Ascendis’s discussion of the Hope and
Bluefield Supreme Court rulings, particularly pages 5 and 6.

Witness: Seth Whitney/Dylan D’ Ascendis
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AG DR 1-12:

Refer to the Application, page 14, paragraph 20. Water Service Kentucky asserts that the
initial round of Advanced Metering Infrastructure (“AMI”) is set to begin in January 2023.
Confirm that the Company will not roll out AMI unless the Commission issues an Order explicitly
approving of the same. If not, provide a detailed response
Response: WSCK will not install AMI meters without Commission approval. As part of WSCK’s
current meter replacement program, WSCK is installing manual-read Neptune meters that will

allow AMI technology to be retrofitted in the event of Commission approval.

Witness: Colby Wilson
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AG DR 1-13:

Refer to the Application, page 15, paragraphs 21 — 24.

a. Water Service Kentucky states that AMI will compress the meter replacement
cycle. Explain how this is beneficial to the customers, if at all.

b. Explain in detail how AMI will benefit customer service.

C. Identify the “troubled locations, less accessible areas, and more dangerous areas”
that the Company plans to initially install AMI.

d. Explain in detail what product flexibility Neptune AMI provides the Company.

e. Water Service Kentucky states that “Corix was also able to negotiate a discount on
nationwide pricing, providing value and annual price certainty.”

i. Explain which “Corix” entity is being referred to in this statement.

ii. Specify the discount that Corix was able to negotiate with Neptune AMI.

f. Provide a breakdown of the proposed total estimated capital cost for the AMI
project of $1,696,462.
Response:
a. WSCK’s compression of the meter replacement will provide benefits to customers more

quickly through an expedited availability of this technology to all customers and an acceleration
of other future technological advancements in metering.

b. Please refer to Mr. Wilson’s direct testimony found in the Application. AMI will provide
more detailed information about customer usage patterns to WSCK customer service to identify
leaks or needs for additional water volume. Additionally, greater accuracy and completion in
reads may reduce customer service calls and ultimately reduce the volume of service orders

needed to address customer concerns.
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C. Locations where WSCK will install AMI will be those: behind potentially locked gates
or gates to which WSCK does not have keys, in driveways that vehicles frequently block, in
yards with aggressive animals, and at locations where customers inadvertently built decks or
flower beds over meter boxes.
d. Neptune provides its customers with extensive training and maintenance of all its
products. It also offers a wide variety of products for an in-house AMI system including meters,
antennas, repeaters, and towers. Neptune has significant experience implementing AMI across
the United States that will provide useful knowledge as WSCK implements the use of this
technology.
e.

Q) The statement refers to CllI, the parent company of CRU and, therefore, WSCK.

(i)  Corix negotiated the following discounts to Neptune’s pricing:

Neptune Meter Interface Units (MIUs) and Endpoints: Fifteen percent (-15%)
Neptune reading equipment, Neptune software including, but not limited to, Neptune 360, and
data plans (whether resold by Neptune from a third party or not): Ten percent (-10%).

f. Please see Excel file PSC STAFF_DR_1-49 Exhibit 41 - AMI cost impacts
REDACTED.xlsx, Quote and details tab.

Witness: Colby Wilson/James Kilbane
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AG DR 1-14:

Refer to the Application, Exhibit 3.

a. Explain why the Company is proposing to increase the residential monthly
customer service charge from $13.27 to $17.53, or a 32.1% increase.

b. Explain why each customer who resides in the Ambleside subdivision in
Middlesboro, Kentucky has to pay a private fire surcharge, which is currently $3.86 per customer,
and is proposed to increase to $5.10 per customer.

Response:

a. WSCK proposed an across-the-board increase for all rate classifications that will result
tin a 32.1% increase. In the absence of a cost-of-service study, the PSC has previously held that
an across-the-board increase is an “appropriate and equitable method of cost allocation.” See
Citipower, LLC, Case No. 2020-00342, 2021 WL 1720943, at *1 (Apr. 27, 2021).

b. In Case No. 2018-00208, the Commission ordered that WSCK charge each Ambleside
customer a separate surcharge. The proposed increase to $5.10 reflects a proportionate across-
the-board increase of 32.1% to the current tariff rate.

Witness: James Kilbane; Legal
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AG DR 1-15:

Refer to the Application, Exhibit 17. Water Service Kentucky specifies that it has 19
employees.

a. Provide a breakdown of each employee’s position description, a general discussion
of the job duties and responsibilities, and the geographical location for each position.

b. Refer to Water Service Kentucky’s 2021 annual report, page 12 of 74, and explain
why it states that the Company only has 12 full-time employees instead of 19 employees.

C. Refer to Water Service Kentucky’s 2021 annual report, page 13 of 74, and confirm
that of the eight contacts including officers and managers listed for the Company, 100% of them
have a business address outside of Kentucky.

d. Refer to Water Service Kentucky’s 2021 annual report, page 11 of 74, and explain
whether it was an error to list the counties that the Company provides water service to as Bell,
Clinton, and Hickman.

Response:

a. For employee positions and job descriptions, please see Application Exhibit 9.6 Wage
and Benefit Study. For job locations please see Excel file PSC_DR_1-49 Exhibits 18-32-29 —
Schedule B S&W Payroll Taxes-Benefits.xIsx. The Regional and Business Unit positions listed
in those documents may be filled by an employee located in any of the states in which the
Regional and Business Unit operate, or remotely as applicable.

b. The annual report references the 12 full-time employees working in Kentucky. At the
time of filing, one position was vacant. The other six positions allocated were excluded because
WSCK provided information only relating to full-time, direct Kentucky employees.

C. WSCK confirms this assertion.
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d. It was an error to include Clinton County in the annual report.

Witness: James Kilbane
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AG DR 1-16:

Refer to the Application, Exhibit 31. Provide a general description for each outside expense
that is listed, and indicate whether each expense is included or excluded in the proposed rates.
Response: There are two vendors related to outside services in Application Exhibit 31 that are
included in proposed rates: the City of Clinton and the CSC annual invoice. The City of Clinton
charges WSCK a $2.00 payment processing fee for each invoice it processes. The CSC annual
invoice is for statutory representation.

Witness: James Kilbane
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AG DR 1-17:

Refer to the Application, Exhibit 32.

a. Provide an explanation for the increase in base wages in the base period from
$756,228 to $821,306 in the forecast period.

b. Provide an explanation for the increase in overtime wages in the base period from
$40,857 to $44,675 in the forecast period.

C. Provide an explanation for the increase in holiday wages in the base period from
$52,385 to $58,714 in the forecast period.

d. Provide an explanation for the increase in deferred compensation in the base period
from $10,756 to $11,163 in the forecast period.

e. Provide an explanation for the increase in 401K Non-Elective Contribution in the
base period from $22,171 to $27,957 in the forecast period.

f. Provide an explanation for the increase in 401K Match in the base period from
$20,554 to $37,276 in the forecast period.

g. Provide an explanation for the increase in Health Insurance, Net in the base period
from $155,805 to $188,595 in the forecast period.

h. Provide an explanation for the increase in Other Employee Benefits (Vision) in the
base period from $1,282 to $1,879 in the forecast period.

I. Provide an explanation for the increase in FICA in the base period from $64,037 to
$69,712 in the forecast period.

J. Provide an explanation for the $3,617 amount located in the Base Wages row, and

under the Senior VP Base period and Forecast period column.
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k. Provide an explanation for the $52,197 amount located in the Base Wages row, and
under the President Base Period column.

l. Provide an explanation for the $43,763 amount located in the Base Wages row, and
under the President Forecast Period column.
Response
For Items A —J, please refer to Excel file PSC_DR_1-49 Exhibits 18-32-29 Schedule B -S&W
Payroll Taxes-Benefits REDACTED.xIsx for all wage calculations and increases. It is well
established that payroll and health care costs increase every year, and the file includes the
forecasted percentages of increases.
K. $52,197 is the current president of WSCK’s allocated base salary to WSCK as of
4/1/2022.
l. The Company does not recognize this number and assumes it is a typo. Instead, the
number $53,763 represents the current president base salary allocated to WSCK as of April 1,
2023.

Witness: James Kilbane
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AG DR 1-18:

Refer to the Direct Testimony of Seth Whitney (“Whitney Testimony”), page 1.

a. Explain how Mr. Whitney is both President of Water Service Kentucky and
Cleveland Thermal.

b. Provide a general description of Cleveland Thermal, and explain whether
Cleveland Thermal is an affiliate of Water Service Kentucky.

C. Provide the percentage of time that Mr. Whitney is physically at his Middlesboro,
Kentucky office versus his office in Cleveland, Ohio.

d. Explain in detail whether Mr. Whitney resides in Kentucky or Ohio.

e. Explain whether the prior President of Water Service Kentucky was also the
President of Cleveland Thermal.

f. Explain how Mr. Whitney’s salary and benefits are allocated between Water
Service Kentucky and Cleveland Thermal.
Response:
a. Mr. Whitney is a President who is responsible for and performs similar activities to
support both Cleveland Thermal and WSCK (i.e., the Ohio/Kentucky Business Unit). The
combined workload required for these entities can be performed by one employee in a President
position.
b. Cleveland Thermal is a district energy company that serves the downtown area of
Cleveland, OH. Cleveland Thermal is owned by CIlI, the parent of CRU, which is the parent of
WSCK. Both CRU and Cleveland Thermal are subsidiaries of CIUS, which is a subsidiary of
ClIl.

C. Mr. Whitney’s primary office is in Ohio, and he visits the Kentucky systems as needed.
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d. Mr. Whitney resides in Ohio.

e. The prior president of WSCK was not the President of Cleveland Thermal. However, the
prior president of WSCK was concurrently president of other entities owned by CRU.

f. Please see response to AG DR 1-28 part E.

Witness: Seth Whitney
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AG DR 1-19:

Refer to the Whitney Testimony, page 2, in which Mr. Whitney states that Water Service
Kentucky provides water service to approximately 6,160 water customers. Reconcile this
statement with the Application, page 2, paragraph 4, stating that Water Service Kentucky provides
water service to approximately 6,147 customers.

Response: Both figures were approximate at the time of testimony and application drafting.
Please reference AG DR 1-10 for an actual customer count.

Witness: Seth Whitney
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AG DR 1-20:

Refer to the Whitney Testimony, page 3.

a. Mr. Whitney states that since the last rate case, the Company will have made
approximately $2.2 million in capital investment in Kentucky that is not yet reflected in rates.
Provide a breakdown of the approximate $2.2 million including a general description of each
specific project, necessity of the project, and monetary amount for each specific project.

b. Mr. Whitney states that “under present rates and with good management” Water
Service Kentucky is not able to cover its operating costs and earn a reasonable return on its
investments. Explain in detail what steps management has taken since the Company’s last rate
increase on December 22, 2020, to control costs and rein in expenses.

Response:

a. See table in question AG DR 1-79 for a cost breakdown of the approximately $2.2
million capital investment in Kentucky. Below is a general description of each project and an
explanation of each project’s necessity.

Queensbury Heights Waterline — A shift in the ground damaged the waterline. As a

result, the investment was necessary to replace the waterline with a material that could

withstand ground shifts and other environmental conditions.160° Main Replacement — A

hill slide and subsequent road washout damaged this portion of waterline. One hundred

sixty feet of the waterline were replaced after repairing the surrounding ground.

Clinton Tank Rehab — For reference, see page 6 of Wilson Direct Testimony.

Backhoes - The lease for needed backhoes expired, and the Company subsequently

purchased the equipment.
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Vehicles - See page 8 of Wilson Direct Testimony for further information on the

Company's vehicles.

AMI Phase 1 — Please see page 9 of Wilson Direct Testimony.

Main Replacement — Refer to page 8 of Wilson Direct Testimony
b. WSCK manages all its costs on a monthly basis through reviews with FP&A, WSCK,
and management. Discussions during reviews focus on adhering to budgeting plans, explaining
variance from forecasted costs, and realizing opportunities for cost reduction. WSCK also
prioritizes managing unaccounted-for water and identifying and addressing related water issues,
keeping expenses down. For further detail, please refer to Wilson Direct Testimony.

Witness: Seth Whitney



Case No. 2022-00147
Water Service Corporation of Kentucky
Responses to Attorney General First Request for Information

AG DR 1-21:

Refer to the Whitney Testimony, pages 4 — 7.

a. Mr. Whitney asserts that Water Service Kentucky is a wholly-owned subsidiary of
CRU, and that CRU owns water and sewer utilities in 17 other states. Provide a detailed list of all
of the water and sewer utilities that CRU owns broken down by state.

b. Mr. Whitney states that WSC is also a wholly-owned subsidiary of CRU, and
provides necessary services to Water Service Kentucky pursuant to a contract.

i. Provide a list of services that WSC provides to Water Service Kentucky

Include a description as to why each service could not be handled internally by Water

Service Kentucky more cost effectively.

ii. Explain whether Water Service Kentucky has recently analyzed the cost to
either hire in-house operations or third-party vendors versus the costs allocated from WSC
and Corix Corporate Support Services for comparable services.

C. Mr. Whitney asserts that as president of Water Service Kentucky and Cleveland
Thermal, he reports to Steve Lubertozzi, who is Senior Vice President of CRU’s North Region.
Mr. Whitney further states that Mr. Lubertozzi reports to the Chief Operating Officer of ClIl,
Catherine Heigel. Explain why CRU is reporting to CII.

d. Mr. Whitney states that the costs of WSC is shared among Water Service Kentucky
and the other operating companies. Provide the names of the entities that share in WSC’s costs,
and the allocation factor that is assigned to each entity.

e. Mr. Whitney contends that there are measures employed to control the costs of the
support services that Water Service Kentucky receives from the Corix companies.

I. Explain in detail the measures that are employed.



a.
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ii. Explain in detail whether Water Service Kentucky has ever refused to pay
for an allocation from WSC or the Corix group of companies. If so, provide a detailed list

of all allocations that Water Service Kentucky has refused to pay, and explain why each

item was not paid.

Response:
Please see below for the water and sewer utilities that CRU owns by state:
State Affiliate
Alabama Community Utilities of Alabama
Alabama Utilities of Alabama, Inc.
Arizona Bermuda Water Company
Florida Sunshine Water Services
Florida ACME Water Supply & Management Co.
Georgia Utilities Inc. of Georgia
Georgia Water Service Corporation of Georgia
Illinois Prairie Path Water Company
Indiana Community Utilities of Indiana
Kentucky Water Service Corporation of Kentucky
Louisiana Utilities Inc. Of Louisiana
Maryland Maryland Water Service
Nevada Great Basin Water Company
New Jersey Montague Water Company
New Jersey Montague Sewer Company
North Carolina Carolina Water Service, Inc. of NC
Pennsylvania Community Utilities of Pennsylvania
South Carolina Blue Granite Water Company
Tennessee Tennessee Water Service
Texas Corix Texas
Virginia Massanutten Public Service Corporation
Virginia Colchester Public Service Corporation

(i) For an in-depth review of the services that WSC provides to CRU, please refer to

Patrick Baryenbruch’s testimony and related report submitted with the Application. Mr.

Baryenbruch’s analysis centers on the reasonableness of allocated costs for centralized support
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systems. In his analysis, Mr. Baryenbruch presents a detailed list and description of the services
that WSC provides to CRU US utilities, which includes those provided to WSCK. See Exhibit
PLB-2 (Exhibit 3, pages 6-7) to his direct testimony.

The Corporate Support Services organization logically provides these services because it
would create economies of scale that would benefit CRU US Utilities. The 14 detailed services
require a diverse set of expertise (e.g., accounting, information technology, human resources,
etc.). WSCK would potentially be forced to hire 14 new employees to perform these services,
which would cost customers far in excess of that spent for Corporate Support Services to provide
these services. The use of economies of scale is common practice in the utilities industry
specifically relating to centralized support services by affiliates of regulated utilities.

(i) Corix Regulated Utilities (US) Inc. retained Mr. Baryenbruch to analyze the extent to
which the Corporate Support Services are necessary for the operations of its operating
subsidiaries, including WSCK. CRU US also retained Mr. Baryenbruch to assess the
reasonableness of the cost allocations associated with the Corporate Support Services. As more
fully stated above, Mr. Baryenbruch’s report demonstrates, the services are necessary for the
continued provisioning of utility services to customers of WSCK and the associated cost
allocations are reasonable.

Mr. Baryenbruch also compared WSCK's costs to those of other Kentucky water
companies; these costs are primarily administrative. Among other things, Mr. Baryenbruch’s cost
comparison showed that the costs per customer for services Corporate Support Services provides
is below the average of the services provided to the other companies in the Kentucky water

company comparison group. Based on this evidence, he concluded that WSCK’s expenses,



Case No. 2022-00147
Water Service Corporation of Kentucky
Responses to Attorney General First Request for Information

including Corporate Support Services charges from WSC, for the years of 2020 through 2023 are
reasonable compared to other utilities.

C. Cll is the parent company of CRU. As COO of CIl, Ms. Heigel is a member of the
executive leadership team responsible for operations for both CIl and CRU.

d. Please see Excel file PSC STAFF_DR_1-49 Exhibit 29 - Schedule C - 2023 CAM
Forecast 2022-2025 — CONFIDENTIAL.xIsx, Allocation $ tab for the entities that are allocated
costs from Cll and WSC. In addition, the entities noted in response to Item A above are
allocated WSC balance sheet items, as reflected in Application Exhibit 26 for WSCK.

e. Please see Mr. Elicegui’s Direct Testimony, Q&A 35 and 36. WSCK has not identified
costs that required refusal of allocation.

Witness: Seth Whitney/Shawn Elicegui
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AG DR 1-22:

Refer to the Whitney Testimony, page 8.

a. Mr. Whitney states that according to a wage and salary study, there will be increases
in base salary, on-call/call-out pay, expanded employee recognition and award platforms, and an
allowance for paid time-off to volunteer in the community.

i. Explain in detail the planned increases in base salary.
ii. Explain in detail the planned increases in on-call/call-out pay.
iii. Explain in detail the expanded employee recognition and award platforms.
iv. Explain in detail the allowance for paid time-off to volunteer in the
community.
Response:

(i) To provide safe and reliable service, WSCK retains and attract top talent. WSCK must

maintain competitive wages and benefits in the markets where it operates. The plan to achieve

this goal is outlined below. See response to PSC DR 1-36.
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(ii) The chart below details what changes have been made for on-call/call-out pay.

Situation

On-Call Pay / Day

Previous

$15/day

Current

1 Hour at OT Rate / day

Pay for working Call-Out on
Weekday

Paid at normal hourly rate if
employee has worked 40 hours or
less in the week; Paid at OT rate
for hours worked over 40

All hours worked on call-out paid
at OT Rate

Pay for working Call-Out on
Weekend

Paid at normal hourly rate if
employee has worked 40 hours or
less in the week; Paid at OT rate
for hours worked over 40

All hours worked on call-out paid
at Double-time rate

Minimum Pay for Call Out
(hours)

No Minimum; Employee is only
paid for the hours they work

Minimum 2 hours, regardless of
hours worked; Paid at OT rate
Mon — Fri, Paid Double-Time Sat -
Sun

(iii) The new employee recognition and award program harmonizes the company Intranet

and recognition platform for all employees. Now, in one central platform for all employees, both

managers and peers can recognize one another for things like anniversaries, birthdays, and

service awards either publicly or privately between individuals. This encourages managers to

recognize and celebrate members of their team, which is an integral component of retaining and

motivating employees.

(iv) WSCK provides employees one day a year to volunteer in the community for a cause

of their choice.

Witness: Seth Whitney
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AG DR 1-23:

Refer to the Whitney Testimony, pages 9 — 10.

a. Mr. Whitney states that Water Service Kentucky’s purpose is to help people enjoy
a better life and to help communities thrive. Mr. Whitney further states that the Company’s vision
is to be the preferred utility delivering solutions the customers want. Explain in detail whether
Water Service Kentucky believes it is helping its customers and communities by filing for three
large rate increases since 2018.

b. Explain how Water Service Kentucky plans to improve stakeholder awareness and

collaboration.

C. Explain how Water Service Kentucky plans to pursue growth.
d. Explain how Water Service Kentucky intends to manage business costs.
e. Mr. Whitney characterizes the Company’s performance as “excellent” in

maintaining high quality water, reducing water quality issues, maintaining high customer
satisfaction, completing field activities on time, and community participation.

i. Provide all studies and/or analyses that Mr. Whitney is relying upon when
assessing the Company’s performance as “excellent” in the above-
referenced categories.

ii. Provide further detail as to why the Company’s performance is “excellent”
in each of the above-referenced categories.

f. Mr. Whitney characterizes the Company’s performance as “good, showing
improvement” in driver safety, improving the Company’s on-time and accurate meter reads, and

increased customer participation in new online platforms and options.
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i. Provide all studies and/or analyses that Mr. Whitney is relying upon when
assessing the Company’s performance as “good, showing improvement” in the above-
referenced categories.

ii. Provide further detail as to why the Company’s performance is “good,

showing improvement” in each of the above-referenced categories.
Response:
a. Please see response to AG DR 1-27 b.
b. WSCK will improve stakeholder awareness and collaboration by continuing to
communicate and engage with its team members, customers, and communities and provide
relevant and timely billing, service, and operational information.
C. WSCK will leverage its relationships in Kentucky to identify potential growth
opportunities to capitalize on WSCK’s presence in Kentucky to continue focusing on deploying
affordable capital and controlling expenses.
d. WSCK manages all its costs through monthly reviews with FP&A, WSCK, and
management assessing budgeting, variance, and cost reduction measures. Annual budgets
undergo multiple reviews by the business unit, corporate entities, and executives and Board
members. The reviews expect any cost incurred to be necessary, prudent, and reasonable.
e. Mr. Whitney made these statements based on his knowledge of the WSCK system and
operations, including various statistics. For example, see the attached water quality reports AG
DR 1-023 e. See also, NPS survey results, attached to PSC DR 2-06.
f. Mr. Whitney made these statements based on his knowledge of the WSCK system and

operations, including various statistics. For example, see response to PSC DR 2-19 plus WSCK’s
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plan to convert to AMI metering. See also, attached driving statistics, attached hereto as
Attachment AG DR 1-023 f - Drivers Score Summary Report.

Witness: Seth Whitney
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AG DR 1-24:

Refer to the Whitney Testimony, pages 10 - 11. Mr. Whitney asserts that the proposed AMI
meter rollout will improve meter-reading accuracy, facilitate the prompt identification of leaks,
eliminate the need for manual meter reads and reduce truck rolls, and allow for redeployment of

staff to more important tasks.”

a. Explain how the proposed AMI meter rollout would improve meter-reading
accuracy.

b. Explain how the AMI meter rollout would facilitate the prompt identification of
leaks.

C. Explain how Water Service Kentucky envisions redeploying staff to more

important tasks. Ensure to include in the discussion examples of the “more important tasks.”

Response:

a. An AMI meter system would improve meter-reading through automation, which removes
human error from measuring meter readings. The system would also allow for continuous
reading, helping immediately identify anomalies without a lag between employee readings.
Further, new equipment will be calibrated for enhanced accuracy that older, existing meters
cannot provide.

b. AMI meters can continually operate and can immediately recognize an unexplained
increase in water usage. This will prevent a delay in discovery of the leak and allow prompt

service to customers.
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C. Staff will be redeployed according to the plan described in pages 12 to 13 of Wilson’s
Direct Testimony, which addresses the opportunities made available by staff redeployment to
continue to improve system reliability and customer service.

Witness: Seth Whitney/Colby Wilson
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AG DR 1-25:
Refer to the Whitney Testimony, page 11.

a. Mr. Whitney states that in order to enhance the customers’ engagement and connection
with the Company, Water Service Kentucky updated the company logo. Explain how
updating the company logo enhances the customer’s engagement and connection to Water
Service Kentucky.

b. Mr. Whitney asserts that the Company maintains a relationship with local city leadership
to keep them informed. Explain in detail how Water Service Kentucky maintains a
relationship with local city leadership, and the steps that the Company takes to keep them
informed.

Response:

a. The updated logo uses the imagery of Kentucky and its local WSCK name, which aligns
with the reality that WSCK is a local company with local staff serving its customers. As a result,
the updated logo allows WSCK’s customers to see that it is their fellow citizens who are
managing the local water system.

b. WSCK maintains a relationship with local city leadership most directly through its lead
staff, State Operations Manager, and President. A combination of routine and periodic in-person
visits, e-mails, phone calls, and monthly reporting is used to maintain an open line of
communication between WSCK leadership and community leadership.

Witness: Seth Whitney
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AG DR 1-26:
Refer to the Whitney Testimony, page 11. Provide a copy of the Net Promoter Score
(“NPS”) survey.
Response: See response to PSC DR 2-6 and its exhibit.

Witness: Seth Whitney
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AG DR 1-27:

Refer to the Whitney Testimony, page 13.

a. Explain in detail why the Company no longer contractually provides wastewater
services for Clinton.

b. Mr. Whitney asserts that Water Service Kentucky wants to appropriately balance
reliable service and affordable rates for the customers. Explain in detail how filing for three large
rates cases since 2018 will allow for affordable rates.

C. Based upon the most recent United States Census information, the poverty rates
for the Company’s service area are as follows:

Hickman County — 20.9%

Bell County — 29.8%.2

Confirm that Water Service Kentucky is aware of the extreme poverty that exists

in its service territory.

Response:
a. WSCK and the City of Clinton, mutually agreed to terminate the contract effective
December 31, 2021, because the wastewater services contract was set to expire on March 3,
2022,
b. WSCK’s focus on maintaining reliable utility service requires it to make infrastructure
investments, employ qualified employees, and expend other necessary capital to ensure effective
provision of utility service. These capital investments and payment of competitive wages
increase WSCK’s costs of water service, which require rate increases. Ever conscious of the need
to provide cost-effective rates, WSCK balances the need for reliability and affordability through

careful asset planning, management, and cost control. WSCK is aware of this Census data.
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WSCK also notes that it sought a low-income rate for its customers in the last rate case. The
Attorney General opposed WSCK’s proposed low-income rate.

Witness: Seth Whitney
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AG DR 1-28:

Refer to the Direct Testimony of James Kilbane (“Kilbane Testimony™), page 2.

a. Explain how Mr. Kilbane is both the Financial Planning and Analysis Manager of
Water Service Kentucky and Cleveland Thermal.

b. Provide the percentage of time that Mr. Kilbane is physically at his Middlesboro,
Kentucky office versus his office in Cleveland, Ohio.

C. Explain in detail whether Mr. Kilbane resides in Kentucky or Ohio.

d. Refer to Water Service Kentucky’s 2021 annual report, and explain why Mr.
Kilbane’s email listed is associated with Cleveland Thermal and not Water Service Kentucky.

e. Explain how Mr. Kilbane’s salary and benefits are allocated between Water
Service Kentucky and Cleveland Thermal.
Response:
a. Mr. Kilbane is an FP&A Manager who is responsible for and performs similar activities
to support both Cleveland Thermal and WSCK. The combined workload required for these
entities can be performed by one employee in the FP&A Manager position.
b. Mr. Kilbane can adequately perform his duties as Financial Planning and Analysis
Manager for WSCK at his Ohio office, and technological advancements utilized to facilitate his
work activities have not required him to spend time in Middlesboro.
C. Mr. Kilbane resides in Ohio.
d. Generally, WSCK assigns one email address is used per person to avoid confusion with
internal and external contacts.
e. Please see Excel file PSC DR 1-49 Exhibits 18-32-29 - Schedule B - S&W-Payroll

Taxes-Benefits REDACTED.xIsx., ERC allocations tab for the calculation of the split between
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Cleveland Thermal and WSCK. In summary, the CAM manual framework determines the
allocations for Cleveland Thermal/WSCK employees — the Tier 1 allocation uses equally
weighted values for gross plant, revenues, and headcount. As Cleveland Thermal does not have
ERCs to effectuate the Tier 2 calculation, only Tier 1 is used for this split. The Company used
the resulting 77.85%/22.15% ratio to allocate costs for Cleveland Thermal/WSCK splits.

Witness: James Kilbane
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AG DR 1-29:

Refer to the Kilbane Testimony, page 8, in which he refers to Equivalent Residential
Connections as ERCs. Refer also to the Application, page 2, in which Water Service Kentucky
refers to Equivalent Residential Customers as ERCs. Explain whether Equivalent Residential
Connections are the same or different from Equivalent Residential Customers.

Response: To the extent that both terms are used in the Company’s filing, they are used
interchangeably.

Witness: James Kilbane
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AG DR 1-30:

Refer to the Kilbane Testimony, page 15, in which he asserts that Water Service
Kentucky is requesting the rate case expense to be allowed recovery in the rates, and amortized
over 36 months.

a. Provide the total rate case expense that has been accrued thus far. Consider this a

continuing request.

b. Provide a breakdown of the total rate case expense that has been accrued thus far
by category.
C. Provide copies of invoices supporting the level of incurred rate case costs to date

and supply such new invoices as they become available.

d. Provide the estimated total rate case expense.
e. Provide a breakdown of the estimated total rate case expense.
Response:
a. Please see Excel file attachment provided in response to PSC DR 1-12. Subsequent

updates will be provided under PSC DR 1-12.

b. Please see attachment referenced in part A above.
C. Please see attachments provided in response to PSC DR 1-12.
d. Please see attachment referenced in part A above.
e. Please see attachment referenced in part A above.

Witness: James Kilbane
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AG DR 1-31:

Refer to the Kilbane Testimony, page 15.

a. Explain why Water Service Kentucky has a Railroad Easement fee, and provide a
copy of the corresponding agreement regarding the same.

b. Water Service Kentucky added a CPI inflator of 8.5% to the Railroad Easement
fees. Provide the date when Water Service Kentucky will know the actual amount that the

Railroad Easement fees will increase, if at all.

C. Explain why the Middlesboro workshop fee was increased by a 3% inflation
assumption.
Response:
a. WSCK has a railroad easement fee because water lines cross under certain railways.

Please see PDF file AG DR 1-31 Railroad Management Group.pdf.

b. The dates of each change of easement are reflected in the attachment included in part A
above as exhibit A with the current year as the due date.

C. Please see attached agreement, PDF file AG DR 1-31 Middlesboro Workshop

Agmt.PDF.

Witness: James Kilbane
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AG DR 1-32:

Refer to the Kilbane Testimony, page 21, in which Mr. Kilbane states that “[w]ith regard
to pro-forma depreciation expense on computer assets in this proceeding: Petitioner is seeking
approval to reestablish computer asset net book values using the Commission’s recommended
deprecation rates for this class of asset.” Explain this request in detail. In the response, ensure to
discuss whether Mr. Kilbane is referring to Project Phoenix computer assets, in which the
Commission has repeatedly denied recovery in the past, or any computers that the Commission
previously ruled were already fully depreciated.

Response: In the process of calculating the restatement of net plant and depreciation amounts for
certain assets, the Company inadvertently included the Project Phoenix costs that the

Commission has previously denied. Please see below the calculated revenue requirement

components.

Base Period = Forecast Period
Utility Plant In-Service 22,823,917 22,823,917
Accumulated Depreciation (14,874,494) (15,635,291)
Net Plant 7,949,423 7,188,626
Rate of Return, pre-tax 9.28% 9.39%
Return on Rate Base 737,706 675,012
Gross up rate - PSC Fee, Bad Debt 1.043079 1.043079
Total Revenue for Return 769,486 704,091
WSCK Portion (2.28%) 17,544 16,053
Depreciation Expense 1,014,396 1,014,396
Gross up rate - PSC Fee, Bad Debt 1.043079 1.043079
Total Revenue on Depreciation 1,058,096 1,058,096
WSCKY portion (1.608%) 17,015 17,015
Total Revenue Requirement 34,559 33,068

Witness: James Kilbane
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AG DR 1-33:

Refer to the Application generally. Confirm whether Water Service Kentucky is

requesting any costs associated with the J.D. Edwards financial software system or the Oracle

customer care and billing system to be included in the revenue requirement in the pending rate

case. If so, identify the costs included in the revenue requirement by amount and by type.

Response: Please see response to AG DR 1-32 above for Project Phoenix. Please see below for

revenue requirements for enhancements and upgrades to the JDE and CC&B systems.

JDE Base Period = Forecast Period
Utility Plant In-Service 933,760 933,760
Accumulated Depreciation (376,075) (407,201)
Net Plant 557,685 526,559
Rate of Return, pre-tax 9.28% 9.39%
Return on Rate Base 51,753 49,444
Gross up rate - PSC Fee, Bad Debt 1.043079 1.043079
Total Revenue for Return 53,983 51,574
WSCK Portion (2.28%) 1,231 1,176
Depreciation Expense 41,500 41,500
Gross up rate - PSC Fee, Bad Debt 1.043079 1.043079
Total Revenue on Depreciation 43,288 43,288
WSCKY portion (1.608%) 696 696
Total Revenue Requirement 1,927 1,872
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CC&B Base Period = Forecast Period
Utility Plant In-Service 1,002,964 1,002,964
Accumulated Depreciation (108,068) (141,500)
Net Plant 894,896 861,464
Rate of Return, pre-tax 9.28% 9.39%
Return on Rate Base 83,046 80,891
Gross up rate - PSC Fee, Bad Debt 1.043079 1.043079
Total Revenue for Return 86,624 84,376
WSCK Portion (2.28%) 1,975 1,924
Depreciation Expense 44,576 44576
Gross up rate - PSC Fee, Bad Debt 1.043079 1.043079
Total Revenue on Depreciation 46,497 46,497
WSCKY portion (1.608%) 748 748
Total Revenue Requirement 2,723 2,671

Witness: James Kilbane
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AG DR 1-34:

Refer to the Kilbane Testimony, page 25.

a. Explain why it is necessary for the Fusion project to be given regulatory asset
treatment.
b. Provide a breakdown of the $22,803 in incurred costs for the proposed regulatory

asset along with the dates that each of the costs were incurred.

Response:

a. Please see response to PSC DR 2-11.

b. Please see attached file, AG DR 1-34 Fusion Reg Asset Detail.xlIsx.

Witness: James Kilbane
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AG DR 1-35:

Refer to the Kilbane Testimony, page 26.

a. Provide the total monetary amount that Water Service Kentucky has been
allocated for the Oracle Fusion Enterprise Resource Planning system.

b. Specify how many years Water Service Kentucky customers will pay for the
Oracle Fusion Enterprise Resource Planning system in rates.
Response: Please see Application Exhibit 28 and 28.7 for the Oracle Fusion Asset line item.
Please see Excel file PSC DR 1-49 Exhibit 29 - Schedule C - 2023 CAM Forecast 2022-2025 —
CONFIDENTIAL, Allocation $ tab, which provides the allocation of the total project cost and
amortization period through March 2029. This term covers the initial 5-year agreement and

renewal of 5 years that is reasonably certain to be executed.

Witness: James Kilbane
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AG DR 1-36:

Refer to the Kilbane Testimony, page 27. Explain how the proposed annualized revenue
requirements for 2023 — 2027 equal to the approximately $1.7 million in estimated capital costs
for the AMI project.

Response: Please see Excel file PSC DR 1-49 Exhibit 41 - AMI cost impacts REDACTED.xIsx
for the detailed calculations supporting the annualized revenue requirements.

Witness: James Kilbane
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AG DR 1-37:

Refer to the Direct Testimony of Shawn M. Elicegui (“Elicegui Testimony”), page 5.

a. Mr. Elicegui states that Water Service Kentucky does not have any employees,
and appears to indicate the local Kentucky employees are employed by WSC. Explain why
Water Service Kentucky does not employ the local Kentucky employees.

b. Mr. Elicegui states there are 13 employees dedicated exclusively to providing
service to Water Service Kentucky’s customers. Explain whether these 13 employees are the
local employees stationed in Kentucky.

C. Mr. Elicegui states there are 6 regional employees who support utility services
provided to customers in Kentucky. Provide the job title, job description, percentage of time that

each employee works on Water Service Kentucky’s projects, and location of each employee.

Response:

a. WSCK has no employees. Water Service Corporation employs all of the operational
employees for each Corix Regulated Utilities (US) Inc. subsidiary. Having a single legal
employer of all of CRU US’s operating companies allows Water Service Corporation to leverage
scale by, among other things, providing employees with a comprehensive set of training, safety
programs, and technology systems (e.g., Microsoft Office 365 through an enterprise agreement).
b. The 13 employees Mr. Elicegui referenced are full-time, Kentucky-only employees who
are stationed in Middlesboro and Clinton.

C. Please see Excel file PSC DR 1-49 Exhibits 18-32-29 Schedule B S&W-Payroll Taxes-

Benefits REDACTED.xIsx. The Base Period tab includes the job title, description, location, and
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allocation percentage. The allocation percentage reflects the approximate amount of time each
employee works for WSCK.
Witness:

Seth Whitney/James Kilbane
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AG DR 1-38:

Refer to the Elicegui Testimony, pages 7 - 9. Explain in full detail why Corix Corporate
Support Services is employed by two different corporations (WSC and CII) instead of by one
corporation.

Response: WSC employs all the employees who reside in the United States. Corix
Infrastructure Inc. employees all the employees who reside in Canada.

Witness: Shawn Elicegui
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AG DR 1-39:

Refer to the Direct Testimony of Patrick L. Baryenbruch (“Baryenbruch Testimony”),
page 5.

a. Explain why Corporate Support Services and WSC are billing Water Service
Kentucky separately if all overhead functions are supposed to be streamlined and merged.

b. Provide a detailed list and explanation regarding the different services that Corix
Corporate Support Services and WSC provide to Water Service Kentucky.

C. Due to WSC providing all of the necessary overhead functions for Water Service
Kentucky in the past, explain why the Commission should approve additional costs being
allocated to the Company by Corix Corporate Support Services.

Response:

a. Since 2019, Corix’s restructuring and realignment has primarily integrated Corporate
Support Services that teams from Cll and WSC, two distinct legal entities, provide through
operating as a single organizational structure. These entities have distinct employees who
provide this labor. All associated expenses appear under the categories of Customer Accounts
and Administrative and General (A&G) in the annual report Kentucky water companies file. All
billings designated to WSC relate to utility operations services such as Supply O&M, Treatment
O&M, and Transmission O&M. The distinction between billings for both entities can be seen in
the table below from page 3 of Mr. Baryenbruch’s report. The table presents employee counts for

WSC and Corporate Support Services.
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2021 Staffing
by Affiliate Entity

Type of Service Cll WSC Total
Corporate Support Services 51 136 187
Utility Operations 450 450

Total 51 586 637

Note: Cll is the abbreviated name of Corix
Infrastructure Inc., which is the parent company.

b. See attached Exhibit 6 Responsibility Matrix from Mr. Baryenbruch’s report that details a
list of functions that a water company requires to provide service to its customers. This 3-page
list identifies if the provided service originates from CRU US or Corporate Support Services.
CRU US includes those employees who are involved in utility operations functions.
C. To be precise, WSCK presumes “overhead functions” to mean A&G services (i.e.,
Corporate Support Services). As Mr. Elicegui discusses in his testimony, the Corix restructuring
and realignment resulted in a single Corporate Support Services organization, which eliminated
the overlap of two distinct layers of management and precludes duplicative charges or services in
WSCK’’s current and future Corporate Support Services. Mr. Baryenbruch further explains in his
direct testimony why Corporate Support Services are necessary for Water Service Kentucky to
ultimately provide water to its customers. He also presents substantial evidence that these
charges are reasonable.

Also, as shown below, projected 2023 Corporate Support Services charges to Water
Service Kentucky are only 1.7% higher than its actual 2021 charges.

Actual Budget Projected Increase (2021-2023)
WSCK 2021 2022 2023 Amount Percent

Corp Support Services Charges $ 662,413 $ 657,056 $ 673,367 $ 10,954 1.7% |
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All these factors prove that Water Service Kentucky should be allowed to recover the requested

amount for Corporate Support Services.

Witness: Pat Baryenbruch/Shawn Elicegui
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AG DR 1-40:

Refer to the Direct Testimony of Quentin M. Watkins (“Watkins Testimony™), page 3.
Mr. Watkins states that he and the Company identified 19 employee positions that were
determined to be relevant for the market salary and benefits study, including 6 positions that are
allocated in part to Water Service Kentucky by its parent company Corix, and 13 positions which
are directly employed by Water Service Kentucky.

a. Reconcile this statement with Mr. Elicegui’s aforementioned statement that Water
Service Kentucky does not have any employees. Explain the response in detail.

b. Explain which Corix entity Mr. Watkins in referencing in the above statement.
Response:
a. Please see response to AG DR 1-37 parts A and B.
b. Of the 6 positions allocated in part to WSCK, 4 are WSC employees and the other 2 are
CIU employees given the responsibilities for Cleveland Thermal, which fall outside of CRU.
WSC is a subsidiary of CRU.

Witness: Quentin Watkins/Shawn Elicegui
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AG DR 1-41:

Refer to the Watkins Testimony, page 4.

a. Confirm that according to the Wage and Benefit Study, as of 2023, Water Service
Kentucky’s projected base compensation will be 3% above market midpoint averages.

b. Mr. Watkins states that the total compensation in 2022 including salary and health
and retirement benefits costs are 7% above the market midpoint. Provide the results for the total
compensation including salary and health and retirement benefit costs for 2023.

Response:

a. Confirmed. Please see Table VII on page 6 of the Wage and Benefit Study, which lists
the market position for each position in-scope for the study and summarizes WSCK’s overall
market position based on a weighted average of all positions.

b. Mr. Watkins did not conduct a total compensation study for 2023 because 2022 report
contains the comparison of WSCK’s total compensation, which include health and retirement
benefits, whereas the 2023 base salary comparison is company specific. The base salary analysis
uses position-by-position review of all 19 WSCK in-scope positions whereas the health and
retirement benefit analysis contain inflated base salaries from values from the Bureau of Labor
Statistics (“BLS”). Mr. Watkins did not believe it was neither appropriate nor informative to
apply a historical value to 2023 given the current high inflationary economic environment.
Additionally, BLS values came from a survey sample of all positions at all utilities in the United
States that inevitably include an unknowable amount of noise and data from incomparable
organizations (e.g., utilities with part-time positions, utilities with a mix of employees who
participate in health and retirement programs, and utilities with significantly more administrative

positions than WSCK). To understand how WSCK’s health and retirement benefits compare to
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similar utilities, please reference the section of the report which compares WSCK’s pay practices
to those of other utilities in Kentucky. Tables XV and XVI on pages 11-12 compare the
employer and employee costs for Preferred Provider Organization (“PPQO”) and High Deductible
Health Plan (“HDHP”) plans respectively. These indicate that WSCK’s costs align with peers’
Costs.

Please see attached Total Compensation Study from 2022, AG DR 1-41 WSCK Market Position
— Total Compensation 2022.

Witness: Quentin M. Watkins
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AG DR 1-42:

Refer to the Direct Testimony of Colby Wilson (“Wilson Testimony™), page 5.

a. Expound upon the leak detection measures that Water Service Kentucky’s
operations staff conducts.

b. Explain the process of monitoring storage tank levels through SCADA.

C. Provide Water Service Kentucky’s annual water loss percentage for 2017, 2018,
2019, 2020, 2021, and thus far for 2022.
Response:
a. WSCK utilizes multiple leak-detection tools/equipment that its employees keep on-hand
throughout the day. This allows WSCK operators to monitor troubled locations throughout the
day while checking the normal meter reading routes daily.
b. SCADA is a telematic application that reads the pressure of the water inside the tanks and
correlates that pressure to feet of water inside the tanks, collects this data, and stores it in the
SCADA system for the operators to monitor. An operator is alerted to any sudden changes in
usage though SCADA alarms and phone dialer that contacts all operators after normal operation

shifts.
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Clinton=5.9%
Middlesboro= 3.2%
Clinton=14.9%
Middlesboro= 13.9%
Clinton=8.4%
Middlesboro= 14.3%
Clinton=6.72%
Middlesboro= 19.6%

2021- Clinton =13.4%

Middlesboro=15.4%

2022- Clinton=7.52%

Middlesboro= 16.11%

Witness: Colby Wilson

2017 WSCK total= 3.4% ----
2018 WSCK total= 13.9%
2019 WSCK total=14.0%
2020 WSCK total=18.8%

2021 WSCK total= 15.2%

2022 WSCK up to date= 15.3%
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AG DR 1-43:

Refer to the Wilson Testimony, page 6.

a. Mr. Wilson asserts that the Company has received 23 water quality complaints in
the past 17 months related to “discoloration or taste and order concerns.” Explain whether Mr.
Wilson intended to state “order concerns” or if this is a typographical error, and if so, provide the
correct word.

b. Mr. Wilson states that the discoloration complaints may have been due to possible
iron leaching from unlined cast-iron water mains. Explain in detail how Water Service Kentucky
addressed the discoloration issue.

C. Provide a general description and resolution for each of the 23 water quality

complaints.

Response:

a. Mr. Wilson made a typographical error. It should have read Discoloration and Odor
concerns.

b. For an individual customer who has a water discoloration issue, WSCK removes the
meter and directly flushes the customer’s line until the problem is resolved. WSCK also employs
a bi-annual flushing program to control iron leaching and uses a polyphosphate chemical to
sequester leached iron.

C. In 18 of the 23 water quality complaints, WSCK flushed water to clear it by removing the
customers’ meter or flushing a nearby hydrant. For the remaining 5 instances, WSCK found no

problem that required remediation. WSCK has an ongoing, more stringent flushing plan for
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problematic areas. For one area in Clinton, WSCK installed an automatic flusher to optimize the
amount of water used and efficiently enable more frequent flushing.

Witness: Colby Wilson
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AG DR 1-44:

Refer to the Wilson Testimony, page 8.

a. Explain in detail why the proposed Clinton Main Replacement is necessary at this
time. Ensure to include in the discussion how the project will provide a loop in the system, and
improve water quality to this section of the community.

b. Provide the make, model, mileage, and estimated value of the two vehicles that
are proposed to be replaced with new vehicles.

C. Explain in detail whether Water Service Kentucky intends to sell the two older
vehicles, and if so, how it will apply those funds.

d. Provide the make, model, and mileage of the two vehicles that Water Service
Kentucky proposes to purchase.

Response:

a. WSCK selected this section of the Clinton main for replacement because of the persistent
need to flush the line daily to maintain adequate service and water quality. The line will loop
directly into a 6-inch main sourced from the Grubbs subdivision tank. The proposed tie-in will
occur near the site of the installed automatic flusher, which will eliminate the need to daily flush
and manually monitor the line.

b. The two vehicles are a 2006 Chevy pickup that will not be replaced but rather will be
used as a spare vehicle for employees to use during routine or emergency maintenance of their
primary vehicle; and a 2011 Toyota Prius with 121,626 miles, WSCK does not know the value of
that vehicle.

C. The operations team has determined that the 2011 Prius is not a practical vehicle to suit

the operational needs to support the system, and a Chevy Colorado is a more useful alternative.
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The Prius is also fully depreciated. WSCK intends to record any proceeds to the Gain/Loss -

Sale of Fixed Assets account.

d. WSCK proposes to purchase 2022 and 2023 Chevy Colorado trucks. These will be brand

new vehicle purchases.

Witness: Colby Wilson/James Kilbane
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AG DR 1-45:

Refer to the Application generally. Provide the projected lifespan of Water Service
Kentucky’s current Automated Meter Reading (“AMR”) meters and related infrastructure.
Response: The book depreciation life of the meters is 44.444 years. The AMR meters and
equipment in Clinton are approximately 12 years old and are at the end of their useful life, which
is consistent with the lifespan of the Badger batteries attached to the meters.

Witness: James Kilbane
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AG DR 1-46:

Refer to the Application generally.

a. Provide the remaining useful life of the existing AMR infrastructure. If the
existing AMR system has not been fully depreciated, explain: (i) how Water Service Kentucky
proposes to recover those stranded costs; and (ii) whether the stranded costs were taken into
consideration in any cost-benefit analysis the Company may have conducted.

b. If the existing AMR system has not been fully depreciated, provide the plant in
service, accumulated depreciation, and net book value of the AMR system as of December 31,
2021, the most current month with actual information and projected as of December 31, 2022,
and December 31, 2023.

Response:
a. Please see the attached summary of the Clinton system meter assets as of 6/30/2022,
Excel fil AG DR 1-46 Clinton Meter asset record.xIsx.

The Company recommends the remaining book value ($45,946 on June 30, 2022) remain
in the utility plant and CIAC accounts and continue depreciation/amortization per the authorized
depreciable life. The cost-benefit analysis supplied in response to Staff DR 2-19A did not
include the remaining depreciable balance for the AMR assets.

b. Please see the attachment provided in response to part A above.

Witness: James Kilbane
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AG DR 1-47:

Explain whether Water Service Kentucky conducted any cost-benefit analyses regarding
the proposed AMI system, or any component parts thereof, which is the subject of the
Company’s CPCN application in the instant docket. If so:

a. Provide a copy of all such analyses;

b. Ensure that the analyses indicate the source of all cost savings that the AMI
deployment will provide; and,

C. Explain whether the analyses included potential savings derived from enhanced
leak detection capability of an AMI system.

Response:

a. See response to PSC DR 2-19a.
b. See response to PSC DR 2-19a.
C. See response to PSC DR 2-19a.

Witness: Colby Wilson
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AG DR 1-48:
Provide all technical specifications of the AMI meters that Water Service Kentucky proposes
to procure.
a. Provide all technical specifications of all component parts of the proposed AMI
system, including back-haul equipment and communication modules.
Response: Please see Application’s Exhibit 40 Plans and Specs for CPCN.

Witness: Colby Wilson
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AG DR 1-49:
Provide the expected lifespan of the AMI meters that Water Service Kentucky proposes
to procure.
Response: The AMI is assumed to utilize the depreciable life of 44.444 years.
Neptune provides a 20-year warranty, with the first 10 being fully comprehensive and the last 10

being prorated. Based on the warranty period, the expected lifespan is 20 years at minimum.

Witness: James Kilbane
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AG DR 1-50:

Explain whether the communications modules for the proposed AMI meters are built-into
the meter, or are a separate component.

a. If a separate component, provide the expected lifespan of the module.

b. If the battery for the communications module is a separate component, provide
the projected lifespan of the battery for the communications module.
Response: This meter is considered fully integrated into one unit. See response to AG DR 1-49.

Witness: Colby Wilson
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AG DR 1-51:

Identify the utility(ies) that provides electric service to Water Service Kentucky’s service
territory.
Response: Kentucky Utilities is the electricity provider.

Witness: James Kilbane
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AG DR 1-52:

Explain the measures Water Service Kentucky took to determine whether any existing
communications networks in the Company’s service territory have the capabilities of
transmitting data between the AMI meters (once deployed) and the Company’s offices. In
addition, provide the results of any due diligence conducted in this regard.

Response: Neptune conducted a propagation study that determined the best application for
WSCK’s service areas. Due to terrain issues in the service area, cellular data is not a reliable or
secure method for transmitting AMI data and is not a viable option for WSCK. Please see the
propagation study attached as PDF file AG DR 1-52 Propagation Study CONFIDENTIAL.pdf.

Witness: Colby Wilson
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AG DR 1-53:

Explain whether Water Service Kentucky has considered conducting its Request for
Proposals regarding the AMI metering infrastructure on a joint basis with other neighboring
water utilities. If not, why not?

Response: While WSCK works closely with its neighboring water and wastewater utilities, both
the Middlesboro and Clinton systems are relatively isolated. WSCK had open conversations
about meter selection and the reliability of industry products and experience, but a joint project
between those systems was not feasible. WSCK will leverage its consolidated purchasing power
through Corix to implement AMI through an experienced provider, and WSCK employees will

perform all maintenance and installations on the equipment.

Witness: Colby Wilson
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AG DR 1-54:
Explain whether Water Service Kentucky conducted any due diligence as to utilizing a

new all-AMR meter reading system, together with attendant costs. If not, why not?

a. If Water Service Kentucky conducted any such due diligence, provide all such
results.

b. Provide a discussion regarding all other alternatives Water Service Kentucky
considered.
Response:

a. WSCK was diligent in its desire to employ the latest technology in the industry.

b. WSCK did not want to deploy antiquated technology in its water systems, and Corix and
WSCK have identified that industry best practice is to begin adoption of AMI equipment for
water meters. See also the response to AG DR 1-53.

Witness: Colby Wilson
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AG DR 1-55:

Provide a discussion regarding the degree to which the proposed new AMI infrastructure
will be compatible with Water Service Kentucky’s current billing, customer service, and other
systems. Include in your discussion the extent to which Water Service Kentucky considered
interoperability between its existing systems and the proposed AMI infrastructure, together with
the potential for obsolescence.

Response: WSCK uses the Neptune 360 software that collects and stores all meter reads. This
program works seamlessly with WSCK’s Customer Care and Billing systems. WSCK confirmed
with Neptune that this system would be fully compatible with CC&B during the selection
process.

Witness: Colby Wilson
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AG DR 1-56:

Explain whether any of Water Service Kentucky’s meters are located in underground
vaults. If so, provide a discussion on the difficulties involved with creating an RF network
capable of receiving all transmissions from underground meters.

Response: WSCK'’s meters are in underground vaults. Minimal difficulties will occur because
the antenna for the AMI meters will be located on the vault lid and the collectors will be
positioned in pre-determined central locations to gather meter data.

Witness: Colby Wilson
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AG DR 1-57:

In the event the Commission grants the CPCN, explain what Water Service Kentucky
will do with its current meter reading personnel. Provide also the monetary savings in meter
reading expense Water Service Kentucky expects to achieve through the deployment of the AMI
metering infrastructure, and explain whether any of those savings will be related in any manner
to the current meter reading personnel. Finally, detail any projected meter reading expense
savings included in the Company’s filing.

Response: WSCK employs field techs who performs various maintenance jobs throughout the
system and work all customer-generated work orders. WSCK does not employ specific meter
readers. If granted, the CPCN would allow filed techs to spend more time on direct customer
issues. Ultimately, this would likely result in savings over time through reduced unaccounted for
water, fewer truck rolls for meter reads and re-reads, reduced pumping costs, and reduced

chemical costs.

Witness: Colby Wilson
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AG DR 1-58:

Explain whether Water Service Kentucky anticipates utilizing any remote shut-off valves
after the AMI infrastructure is installed.
Response: WSCK does not anticipate utilizing remote shut-off valves.

Witness: Colby Wilson



Case No. 2022-00147
Water Service Corporation of Kentucky
Responses to Attorney General First Request for Information

AG DR 1-59:

Explain whether Water Service Kentucky anticipates providing to customers any sort of
portal or other means to access the customers’ usage data.
Response: WSCK will provide customers usage data through the MyUtilityConnect mobile app
and on the WSCK website.

Witness: Colby Wilson
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AG DR 1-60:

Reference the Wilson Testimony, page 10, wherein he discusses the MyUTtilityConnect
app to which customers will have access. Explain: (i) how this access will be provided; (ii) over
which electronic devices the app will function; and (iii) whether customers will incur any
additional costs for using this app, and if so, how much.

Response:

Q) Customers can download the MyUtilityConnect app on a mobile phone or tablet, and they
may access it through the MyUtilityConnect.com website and the Company’s website.

(i)  The app is accessible through the App Store and Google play platforms.

(iii)  Customers will not incur additional costs for using the app.

Witness: Colby Wilson
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AG DR 1-61:

Refer to the Application generally. In the event the Commission grants the proposed
CPCN, explain whether Water Service Kentucky proposes to maintain its current meter testing
program.

Response: WSCK plans to maintain in-house testing of approximately 10% of the meters
annually.

Witness: Colby Wilson
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AG DR 1-62:

Reference the Wilson Testimony, page 10, lines 15 — 16. Explain the meaning of the
sentence, “Manual read meters have begun being installed in the system in 2022 with full retro
fit ability.”

a. Explain why the Company would use what sounds like an interim type of meter
before receiving approval to install the proposed AMI infrastructure.

b. Explain the additional cost that will be incurred in transitioning from the current
AMR metering technology to the “manual read meters.”

Response:

a. WSCK is standardizing its equipment in its current meter replacement program to
Neptune meters. The Neptune meter is a manual read meter, consistent with the current program,
capable of having AMI equipment added to it; it is not an interim meter.

b. The only AMR equipment WSCK uses is in the Clinton water system. That equipment is
at the end of its useful life and needs to be replaced. If not replaced, a tech must roll a truck to
each location to manually read the meters — reducing techs’ time to address other system issues,
which will result in increased costs. If the equipment is not replaced, WSCK will be required to
reassess current staffing levels because of the increased personnel hours to conduct meter reads.

Witness: Colby Wilson
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AG DR 1-63:
Refer to the Commission’s recent final Orders in Case No. 2021-00190 at 15, and in Case

No. 2021-00214 at 18 — 20, regarding the requirements to file lead/lag studies with all non-cash

items removed in order to properly determine the level of cash working capital. Provide a

lead/lag study with all non-cash items removed.

Response:
Objection. This request for information is unduly burdensome. The cost to incur a lead/lag
study, which would be recovered from customers, would outweigh its benefit. In fact, several
Commission cases confirm that the 1/8 method utilized by WSCK in its application is
reasonable. See, e.g., Kentucky-American Water Company, Case No. 2021-00434, 2022 WL
1322876, at *15 (Ky. PSC Staff Report Apr. 25, 2022)(“The 1/8 formula approach is an
alternate method that has been historically accepted by this Commission, is easy to apply, and
will result in a reasonable working capital allowance.”); Kentucky-American Water Co., Case
No. 2014-00390 (Ky. PSC Staff Report Mar. 31, 2015) (quoting Accounting for Public Utilities
(by Robert L. Hahne and Gregory E. Aliff Deloitte & Touche, Revision Release 7, December
1990) at 5-7)(“[T]he 45-day or 1/8 formula approach frequently used by the Commission has
been widely accepted because ‘it was determined to be a reasonable estimate of what a lead-
lag study would produce without the related expense of a lead-lag study’”); Delta Natural Gas
Co., Case No. 97-066, 1997 WL 34863540 (Ky. PSC Dec. 8, 1997)(“The Commission finds
that, in the absence of any lead-lag study, the 1/8th formula method should be used to determine
the level of cash working capital.”); see also Kentucky Power Co., Case No. 2002-00169, 2003
WL 26453635, at *16 (Ky. PSC Mar. 31, 2003); Kentucky Utilities Co., Case No. 2000-00439,

2001 WL 36415874, at *4 (Ky. PSC Apr. 18, 2001); Union Light, Heat, and Power Co., 146



Case No. 2022-00147
Water Service Corporation of Kentucky
Responses to Attorney General First Request for Information

P.U.R.4th 81 (Ky. PSC July 23, 1993); Louisville Gas and Electric Co., 119 P.U.R.4th 431
(Ky. PSC Dec. 21, 1990).

Without waiving the foregoing objection, WSCK states as follows:

WSCK has not performed a lead/lag study, nor has it retained a consultant to perform such a
study. In utilizing the 1/8 method commonly supported by the Commission, WSCK notes that
it did not include depreciation expense—a noncash item—in its calculation.

Witness: Legal; James Kilbane
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AG DR 1-64:

Provide a copy of the summary pages for all cash working capital lead/lag studies
submitted by or on behalf of Water Service Kentucky affiliates in other rate proceedings in other
jurisdictions over the last five years and identify the states and case citations for each.

Response: Please see the attached PDF files:

AG DR 1-64 Alaska.pdf, related to Regulatory Commission of Alaska docket numbers

U-21-070/U-21-071.

AG DR 1-64 Florida.pdf, related to Florida Public Service Commission docket number

20200139-WS.

Witness: James Kilbane
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AG DR 1-65:

Provide a copy of each incentive compensation plan that was in effect during 2021 and
2022 and describe all modifications projected for the test year, if any.
Response: Please see the attached PDF files:

AG DR 1-65 2021 LTIP Plan Document CONFIDENTIAL.pdf

AG DR 1-65 2022 LTIP Plan Document CONFIDENTIAL.pdf

AG DR 1-65 EIP Plan Document CONFIDENTIAL.pdf

Witness:

James Kilbane
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AG DR 1-66:

Provide the amount of incentive compensation expense pursuant to the each incentive
compensation plan included in the test year revenue requirement for each target metric used for
this plan during the test year. Separately provide the costs incurred directly by the Company and
the costs incurred through affiliate charges from each affiliate. In addition, provide these
amounts by O&M and/or A&G expense account and/or capital account.

Response: Please see Excel file PSC DR 1-49 Exhibit 18-32-29 - Schedule B - S&W-PR Taxes-
Benefits CONFIDENTIAL.xIsx, 2023 test year tab, showing the dollar amount of incentive
compensation on the deferred compensation lines under column U, which represents the EIP
plan. Also, please see Excel file PSC DR 1-49 Exhibit 29 - Schedule C - 2023 CAM Forecast
2022-2025 — CONFIDENTIAL.xlsx, Excluded Costs Budget2023 tab for LTIP, EIP and other
bonuses by department that have been excluded from the revenue request in this filing.

Witness: James Kilbane
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AG DR 1-67:

Provide the incentive compensation target metrics for the Company and each other
affiliate allocating costs to Water Service Kentucky applicable to the test year, describe how they
are calculated and the source of the data used for the calculations, and provide the Company and
each affiliate’s actual performance against each of these metrics in the test year.

Response: Please see response to AG DR 1-65 and PSC DR 2-9. The Forecast Period metrics
are not yet available.

Witness: James Kilbane
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AG DR 1-68:

Provide the amount of Supplemental Executive Retirement Plan (“SERP”) costs included
in the test year O&M expenses. Provide the amounts broken down between Water Service
Kentucky directly incurred costs and costs allocated separately from each other affiliate.
Response: The Company has no SERP plan.

Witness: James Kilbane
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AG DR 1-69:

Provide a schedule of the amortization expense associated with each regulatory asset for
each year 2018 through 2021, 2022 to date, and the test year. Provide the balance of each
regulatory asset at the beginning and end of each of those years, the amortization expense
recorded in each of those years, and the authorized amortization period. In addition, source the
amortization period to the Case No. in which the Commission approved the recovery and the
amortization period, if any.

Response: Please see Excel file AG DR 1-69 Reg Assets.xIsx.

Witness: James Kilbane
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AG DR 1-70:

Provide a schedule that shows the per books accumulated deferred income tax (“ADIT”)
by account/subaccount and by temporary difference at the end of each month December 2020
through the most recent month with available data. Provide the amounts on the books of Water
Service Kentucky and the amounts that are allocated from WSC and/or other affiliates.
Response: Please see Excel file AG DR 1-70 ADIT Rollforward.xlsx

Witness: James Kilbane
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AG DR 1-71:

Provide a schedule that shows the projected ADIT by account/subaccount and by
temporary difference at the end of each month for the 13 month test year, December 2022
through December 2023. Provide the amounts projected to be on the books of Water Service
Kentucky and the amounts projected to be allocated from WSC and/or other affiliates.
Response: Please see AG DR 1-72 Exhibits 10-20-28 - Schedule A - Rate Base Components
Updated 7.28.22, Pro-Forma UPIS AD-ADIT tab. Please see response to AG DR 1-118 for
WSC allocated balances.

Witness: James Kilbane
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AG DR 1-72:

Refer to the Kilbane Testimony, page 24, regarding the makeup of the ADIT balance
forecast for the base and test periods starting with the per books balances as of December 31,
2021. Refer also to the Kilbane Testimony, page 22, regarding the restatement of depreciation
expense and net book value using the Commission’s authorized depreciation rates. Refer finally
to the reflection of ADIT adjustments and resulting balances found in the Application, Exhibit
28, Schedule A, page 3.

a. Indicate whether the Company made a proforma adjustment to increase ADIT
based on the restatement of net book value using the Commission’s authorized depreciation rates
that it performed. If not, explain why not since there would be a higher book versus tax
depreciation amount following the restatement. If so, indicate the amount of the adjustment to
ADIT for this purpose and describe how it was made, citing to as filed schedules.

b. Refer to the column entitled “2021 Provision Adjustment” related to ADIT
accounts 255001 and 255002 in the Application, Exhibit 28, Schedule A, page 3. Describe all
aspects of these adjustments and why they were reflected as such in this schedule.

Response:

a. The Company did not restate the ADIT balance based on restatement of depreciation
rates. Virtually all asset lives being remeasured are for WSC assets, and WSC allocated ADIT
was not included in the filing.

b. Please see attached updated Excel file Exhibits 10-20-28 Schedule A — Rate Base
Components Updated 7.28.22. This file corrects the Base Period and Forecast Period ADIT
ending balances that had a transposed sign in the value’s formula — this does not change the

overall amounts as-filed, only the split between federal and state.
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The 2021 Provision Adjustments figures reconcile the forecasted balance at Base Period
Ending 9/30/22 with the Base Period start, after accounting for the identified book/tax
depreciation differences as calculated on the Pro-Forma UPIS-AD-ADIT tab, rows 496-497. The
Provision Adjustment accounts for the true up entry completed at year end 2021 and Return to
Provision adjustment to account for finalization of the 2020 tax returns. Please see file attached
in response to AG DR 1-70.

Witness: James Kilbane



Case No. 2022-00147
Water Service Corporation of Kentucky
Responses to Attorney General First Request for Information

AG DR 1-73:

Refer to the summary of depreciation expense found in the Application, Exhibit 29.19.

a. Provide the workpapers associated with this exhibit in electronic format with all
formulas in place used to derive the forecast period amounts by account. If already provided, cite
to the file name and worksheet tab location.

b. Explain why there are large increase adjustments to computer equipment accounts
710504 and 710602 if the longer Commission authorized service lives are being utilized to
compute expense.

Response:

a. Please see Excel file PSC DR 1-49 Exhibits 10-20-28 - Schedule A - Rate Base
Components.xlsx.

b. Please see attached updated Excel file Exhibits 10-20-28 Schedule A — Rate Base
Components Updated 7.28.22. This file corrects the depreciation expense calculation for Exhibit
28 Schedule A, which inadvertently multiplied depreciation rates times the UPIS Balance
column for the Forecast Period, but now multiplies the depreciation rate times the UPIS net of

WSC Allocations.

Witness: James Kilbane
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AG DR 1-74:

Refer to the Application, Exhibit 26, showing income statement and balance sheet
allocation amounts from affiliates. Explain all reasons why there are no ADIT allocation
amounts reflected in the balance sheet allocations from WSC.

Response: As noted in the Excel version of Exhibit 26 (PSC DR 1-49 Exhibit 26 — Allocations),
The Long Term Liabilities line includes ADIT allocations from WSC. Please see below for a

summary by account.

2019 2020 2021 Base Period Forecast Period
255001 Federal ADIT (3,299) (3,230) (3,178) (3,178) (3,178)
255002 State ADIT 5,846 5,723 5,631 5,631 5,631

Witness: Dante DeStefano
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AG DR 1-75:

Refer to Water Service Kentucky’s response to the Commission Staff’s First Request for
Information (“Commission Staff’s First Request™), Item 14, wherein the Company stated it had
not recorded any Excess ADIT due to the Tax Cut and Jobs Act. Refer also to the comparative
balance sheet information provided in the Application, Exhibit 38, page 3, and the ADIT
amounts depicted on line 65. Refer further to the same page in Exhibit 38 and to the Operating
Income amount reflected on line 73. The ADIT at the end of 2016 was $1,050,146 and it
decreased to only $669,763 at the end of 2017. Operating income was $149,928 during 2016 and
increased to $640,419 during 2017.

a. Indicate whether the Company reduced the amount of ADIT at the end of 2017
and recorded the adjustment as an increase to income for 2017. If so, explain why it did so
instead of recording a regulatory liability to return Excess ADIT to customers. If not, explain
why the Company has not recorded Excess ADIT as a regulatory liability.

b. If the Company made an adjustment to the ADIT balance at the end of 2017
related to the Tax Cut and Jobs Act, provide the accounting entry(ies) that were made at that time
to record the adjustment(s).

Response:
a. The company did reduce its ADIT at the end of 2017 and recorded the adjustment to
income, as affirmed with the PSC’s order in Docket 2018-00208 dated 2/11/2019.

b. Please see Excel file AG DR 1-75 2017 TCJA Entry.xIsx.

Witness: James Kilbane
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AG DR 1-76:

Provide a schedule that shows the projected Excess ADIT due to the Tax Cut and Jobs
Act by account/subaccount at the end of each month for the 13-month test year, from December
2022 through December 2023. In addition, indicate how the Excess ADIT and amortization
thereof is reflected in the test year filing. If not reflected in the test year filing, explain why.
Response: Please see response to AG DR 1-76 above for explanation for no TCJA Excess ADIT
in the current case.

Witness: James Kilbane
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AG DR 1-77:

Provide a copy of the Water Service Kentucky trial balances by month from December
31, 2019, through December 31, 2021, and for each month available in 2022 for all balance sheet
and income statement accounts/subaccounts.
Response: Please see Excel file AG DR 1-77.xlsx

Witness: James Kilbane
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AG DR 1-78:

Refer to the Application generally. Confirm whether Water Service Kentucky is
requesting any costs associated with Project Phoenix to be included in the revenue requirement
in the pending rate case. If so, identify the costs included in the revenue requirement by amount
and by type.

Response: Please see response to AG DR 1-32.

Witness: James Kilbane
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AG DR 1-79:

Refer to the Whitney Testimony, page 3. Provide a breakdown of the $2.2 million of

capital investments projected that are not included in rates in a format similar to Exhibit 10,

which provides an identification of all non-recurring investments.

Response: Please see below.

4/20-12/20 2021 2022 2023 Total
Recurring Construction 156,727 129,304 240,067 262,677
Queensbury Heights Waterline 25,416
160' Trans. Main Replacement 21,023
Clinton Tank Rehab 113,840
Backhoe for Middlesboro 58,961
Backhoe for Clinton 58,790
Vehicle - Work Truck 41,600
Vehicle - Work Truck 43,264
AMI meters Phase 1 504,458
Trans. Main Replacement 546,550
Total 203,165 360,894 281,667 1,356,949 2,202,676

Witness: James Kilbane
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AG DR 1-80:

Refer to the comparative income statement information provided in the Application,
Exhibit 33. Describe all known major reasons why operating expenses on line 4 increased by
$474,033 ($2,855,773 - $2,381,740), approximately 19.9% from 2020 to 2021.

Response: Bad debt expense was approximately $97,000 in 2020, in 2021 it was approximately
$203,000. Salaries increased by approximately $100,000 after a reorganization and accounting of
certain personnel and standard merit increases. In 2021, legal expenses exceeded that in 2020 by
approximately $20,000 due to higher activity in increasingly complex legal matters.
Transportation costs also increased by $15,000 because of higher fuel costs and more vehicle
repairs. Captime decreased by $25,000 because of the mix of recurring construction activities.
Deferred Maintenance increased by approximately $25,000 in 2021 due to annualization of
amortization for tank rehabilitation projects. All other increases are assumed to be caused by
inflationary and other market factors.

Witness: James Kilbane
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AG DR 1-81:

Refer to the Whitney Testimony, page 13, regarding no longer providing wastewater
services for Clinton as of December 31, 2021.

a. Provide the amount of revenue and expenses related to these services for each of
the years 2018 through 2021 by account number.

b. Indicate whether there was any reduction in staffing or other operating expenses
related to no longer providing such services. If none, explain the response in detail.

C. Explain why such services are no longer contractually provided and describe in

more detail the services that had been provided.

d. Provide a copy of the expired contract related to these services.
Response:
a. WSCK did not track all data for the Clinton Wastewater expenses with account numbers.

Instead, WSCK tracked those costs by flagging costs specifically identified for that contract. The
company has provided a list of these expenses by year with an approximate category of expense
and revenue in Excel file AG DR 1-81 Clinton wastewater.xIsx.

b. Please refer to PSC DR 2-7 for details of reduction of expenses related to WSCK no
longer providing these services. WSCK staff has not been reduced, but expenses related to
outside services have been reduced.

C. As the contract was set to expire on March 3, 2022, WSCK and the City of Clinton
mutually agreed to terminate the contract effective December 31, 2021. WSCK had provided

operations, maintenance, billing, and collections services to Clinton.
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d. Please see attached AG 1-81 d — Clinton Wastewater Operations Contract w 2002

Addendum.pdf.

Witness: James Kilbane and Seth Whitney
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AG DR 1-82:

Refer to the projected Income Statement information provided in the Application, Exhibit
29. Provide a similar schedule which shows the same level of detail for each of the calendar
years 2017 through 2021, for the base year, and for the test year.
Response: Please see Excel file AG DR 1-82 and 84 IS and DS.xlsx.

Witness: James Kilbane
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AG DR 1-83:

Refer to the TIER 1 and TIER 2 allocations of affiliate costs for the base year and
forecast test year provided in the Application, Exhibit 29, Schedule C.

a. Provide the affiliate charges to Water Service Kentucky by account during 2020,
2021, and for each month in 2022 with available information separated into direct charges, direct
assignments, and via each individual allocation factor. Provide in electronic format with all
formulas intact.

b. Provide the data used by WSC and Corix to calculate the percentage allocations to
each affiliate for each allocation method applicable to charges to Water Service Kentucky during
2020, 2021, 2022 to date, and the test year. Provide in electronic format with all formulas intact.

C. Provide the computations used by WSC and Corix to calculate the percentage
allocations to each affiliate for each allocation method in electronic format with all formulas
intact applicable to charges for 2020, 2021, 2022 to date, and the test year. Provide in electronic
format with all formulas intact.

d. Starting with the beginning of 2020 and projected through the end of 2023,
indicate all affiliates that have been or expected to be added or removed from the allocation
process. Identify the affiliates and effective dates of these changes.

Response:

a. Please see Excel file PSC DR 1-49 Exhibit 26 — Allocations.xIsx for the 2020, 2021, and
thru March 2022 cost allocations. WSC allocations use the ERC data provided in response to
Part B. Corix allocations use the Tier 1 data and ERC (Tier 2) data provided in response to part

B.
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b. &. c. Tier 1: For the Forecast Period, please see Excel file PSC DR 1-49 Exhibit 29 -
Schedule C - 2023 CAM Forecast 2022-2025 — CONFIDENTIAL.xIsx, Allocation % Tab for the
allocation factor data for Tier 1 and resulting percentage allocations (CRU is labeled RU-L48 in
column F). For 2020, please see Excel file AG DR 1-83 2020 Corix CAM
CONFIDENTIAL.xIsx. For 2021, please see Excel file AG DR 1-83 2021 Corix CAM
CONFIDENTIAL.xIsx. For 2022 to present, please see Excel file AG DR 1-83 Q2 2022 Corix
CAM CONFIDENTIAL.xIsx.

Tier 2: Please see Excel file AG DR-1-83 ERCs for Tier 2 allocations.xIsx for data and
WSCK calculated percentage allocations for CRU.
d. In the CAM allocation files noted in response to part B, please see the additions and
removals of entities for allocations are as follows:

2020: No changes from 2019 noted.

2021: Remove Oklahoma University and remove Tribus notional allocation, add

Oakridge Energy notional allocation.

2022: Remove CWSI and Corix Energy Inc.

2023: Add Tobiano.

Witness: James Kilbane
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AG DR 1-84:

Refer to the detailed account descriptions and data included in the Application, Exhibits
29.7 (Maintenance and Repair), 29.8 (Maintenance Testing), 29.9 (Chemicals) 29.10
(Transportation), 29.11 (Outside Services), 29.12 (Office Supplies and Other Expense), 29.14
(Pension and Other Benefits), 29.16 (Insurance Expense), 29.17 (Office Utilities), 29.18
(Miscellaneous Expense), and 29.22 (Taxes other than Income). Provide similar schedules for
each which depict the same level of detail for each of the calendar years 2017 through 2021, for
the base year, and for the test year.

Response: Please see Excel file AG DR 1-82 and 84 IS and DS.

Witness: James Kilbane
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AG DR 1-85:

Refer to the Kilbane Testimony, page 8, regarding historical Equivalent Residential
Connections (“ERCs”) and usage per ERCs from 2013 through 2022 used to project ERCs and
usage during the test year. Provide the historic amounts referenced and the calculations of the
(0.46%) decline trend for ERCs and the (0.30%) decline trend for usage per ERC in electronic
format with all formulas intact.

Response: Please refer to “PSC DR 1-49 Exhibit 29 — Schedule A — Revenue Build — AS FILED
REVISED REDACTED.xIsb”, tabs “Customer Decline” and “Usage Decline”.

Witness: James Kilbane
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AG DR 1-86:

Refer to the Kilbane Testimony, page 9, regarding the average percentage for
uncollectible accounts of 3.93% and to the Application, Exhibit 29.2. Refer also to the bad debt
reserve data included in Water Service Kentucky’s Excel attachment response to Commission
Staff’s First Request, Item 13, entitled “PSC_DR_1-13 -Bad_Debt Expenses” and to the
calculation of the three year average of 3.93% included in the Excel attachment response to the
Commission Staff’s First Request, Item 50 entitled “PSC_DR_1-50 -Bad_Debt Expense_Calc.”

a. Describe what is meant by Line 2 Base Period Uncollectible Accounts of
$127,833.97 in the Application, Exhibit 29.2. In other words, indicate whether that is the amount
of accounts written off or the provision for expense during the base period or whether it
represents something else.

b. Explain why the current year provision amounts in column D for each year in the
bad debt reserve summary (“PSC_DR_1-13 -Bad_Debt Expenses”) do not match the bad debt
expense amounts found in the attachment to Commission’s Staff First Request, Item 50 entitled
“PSC_DR_1-50 -Bad_Debt_Expense_Calc.” for each year recorded in accounts 61571 — Bad
Debt Expense, 627100 — Bad Debt Expense, and 627300 — Uncollectible Accounts Accrual.

C. Refer to the attachment to Commission’s Staff First Request, Item 50 entitled
“PSC_DR_1-50 -Bad_Debt_Expense_Calc.” and further to the annual data included in account
627300 — Uncollectible Accounts Accrual. Explain why an amount of $202,414 is included in
this account in 2021, but there were no amounts included for this account in 2019 and 2020. In

addition, explain what the amounts in this account represent.
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d. Refer to the attachment to the Commission Staff’s First Request, Item 50 entitled
“PSC_DR_1-50 -Bad_Debt_Expense_Calc.” Provide the same data by revenue and expense
account for 2017 and 2018, including the average bad debt expense calculation for those years.

e. Provide the percentage of uncollectible accounts for each individual year 2017
through 2021 and to date in 2022. In addition, provide these percentage calculations in electronic
format with all formulas intact.

f. If the calculated 3.93% exceeds calculated bad debt expense amounts prior to the
pandemic, explain why the Company projects such a high percentage of uncollectible accounts.
Response:

a. It represents the bad debt expense incurred, which is the provision for expense.

b. The company recognizes the bad debt expense provided to the staff DR 1-13 response is
incorrect and is revising. Please see Excel file AG DR 1-87 Bad Debt History.xlsx, which
includes the revised table that was provided in SDR 1-13.

C. 2021 was the first full year of Oracle Fusion which has a different chart of accounts. The
amounts in the uncollectible account’s accrual are changes to reserve account, it is synonymous
with bad debt expense.

d. The Company used a different chart of accounts in 2017 and 2018, so the accounts will
not match directly. Please see the response for AG DR 1-87.

e. Please see response to AG DR 1-87.

f. WSCK was still recognizing the effects of the pandemic as of the filing date in bad debt
expense. The Company does not know if bad debt will return to pre-pandemic levels.

Witness: James Kilbane
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AG DR 1-87:

Provide a schedule showing the beginning balance of the uncollectible accounts reserve,
bad debt expense, bad debt recoveries (recapture), and ending balance uncollectible accounts
reserve for each calendar year 2017 through 2021 and for each month during 2022 with available
information.

Response: Please see Excel file AG DR 1-87 Bad Debt History.xIsx.

Witness: James Kilbane
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AG DR 1-88:

Refer to the Application, Exhibit 29.1, which shows service revenues and uncollectible
accounts for the actual and estimated portions of the base year. Explain all known reasons why
the uncollectible accounts expense is only 2.16% ($35,906.31/$1,662,014.76) for the actual first
six months of the base year and increases significantly to 5.78% ($91,927.66/$1,592,451.24) for
the projected second six months of the base year, especially when actual revenues during the first
six months are greater than those for the projected second six months.

Response: The Base Period forecast for bad debt expense is calculated over a whole year
regardless of the activity in the preceding six months as an inherent lag in the A/R aging process
in comparison with the timing of the original revenue recognition. Therefore, portions of a
trailing 12 month/annual view may fail to accurately represent the state of uncollectibles.

Witness: James Kilbane
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AG DR 1-89:

Refer to the Excel attachment entitled “PSC_DR_1-49 Exhibit 35 - Schedule A -
_Cost_of Capital_Summary_v2’ provided in response to the Commission Staff’s First Request,
Item 49.

a. Provide the basis of the interest rate associated with the $80 million revolver and
describe whether it is variable or fixed.

b. Provide the current month interest rate for the $80 million revolver.

C. Describe the Company’s plan to reduce the revolver balance to zero as of the end
of the base year and immediately issue two $50 million debt issuances with projected coupon
interest rates of 4.05% and 4.30%.

d. Provide the basis for the differing projected coupon interest rates of 4.05% and
4.30% for the two $50 million debt issuances projected during the same month. Include in the
description how the Company projects the interest rate will be determined.

Response:

a. The revolver interest rate is variable, resetting periodically per the revolver’s loan
agreement. The interest rate of 1.7% was the most recent actual rate, as of March 31, 2022, at
the time of filing. Please see attached file AG-1-89-CRUUS Revolver Interest 3.31.22.pdf, which
reflects the interest rate update in March 2022 (highlighted).

b. The interest rate as of June 30, 2022, is 2.3875%.

C. As shown in the referenced file, Hist-Forecast tab, the balance was projected to reach $56
million by September 2022. CRU has historically used notes issuances to first pay off the

accumulated drawdowns of the revolver as it approaches its borrowing limit.
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d. The issuance at 4.05% comes with a 10-year term, and the 4.30% issuance comes with a
15-year term. CRU obtained these interest rate estimates based on discussions with its lender,
TD Bank, in April 2022. Interest rates for any future note issuances, revolver drawdowns, or
other debt incurred would be dependent and heavily influenced by the term to maturity, market

conditions, and any covenants attached to the debt.

Please note that the original capital structure assumptions in the current filing, such as debt
issuance timing or interest rates, may change based on activity that becomes known after the
filing date.

Witness: Dante DeStefano
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AG DR 1-90:

Refer to the Application, Exhibit 29.1, which shows service revenues for the actual and
estimated portions of the base year and for the forecast year.

a. Explain all reasons why revenues are projected to decrease by approximately
$70K during the last six months of the base year compared to the first six months, even though
the summer months are included in those last six months of the base year.

b. Explain all reasons why revenues are projected to decrease in the base year and
test year by approximately $152K and $144K, respectively, compared to the actual revenues

reflected in 2021.

C. Indicate the effective date of the base rate increase associated with Case No.
2020-00160.
d. Indicate the annual effect in revenues of the rate increase authorized as part of

Case No. 2020-00160 based on both 2021 actual water sales, base year sales, and test year
forecast water sales.

Response:

Objection. This question is overly broad, as it is impossible to identify “all reasons” why
revenues are projected to decrease because revenues are partially dependent on individual
customer usage habits.

Without waiving the aforementioned objection, WSCK states as follows:

a. WSCK has built its Base Period forecast on a full, 12-month basis. However, actuals
through the first 6 months are based on WSCK’s actual accounting data. WSCK’s accounting
data for service revenues includes postings for things like accruals in addition to what is

functionally regular service revenue. The difference attributable to the above in the 6 months of
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actuals is $49,077, from its actual service revenues of $1,612,937 (Please refer to AG DR 1-90
Service Revenue Under Old Rates.xlIsx, tab AG DR 1-90 BY first 6). WSCK represented its
forecasted 6 months for the Base Period as the difference between its full year service revenue
forecast and the actuals for the first 6 months on WSCK’s books, resulting in those values
represented in column B of Exhibit 29.1. WSCK’s forecast of service revenues for the
remaining 6 months of the base year is $1,641,529 - $49,077 higher than the amount identified in
column B of Exhibit 29.1, and $28,591 higher than WSCK’s actuals in the first 6 months of the
base year (please refer to AG DR 1-90 Service Revenue Under Old Rates.xlsx, tab AG DR 1-90
BY FCST 6). WSCK’s forecasted usage in this period is based on the 15-month average Tier 1
and Tier 2 usage per bill referenced by Mr. Kilbane, multiplied by the active customer count as
of the end of March 2022. To be explicit; there is not a $70,000 decrease from the first 6 months
to the forecasted 6 months, but rather a $28,591 increase. WSCK’s full Base Period forecasted
service revenues are fully detailed in PSC DR 1-49 Exhibit 29 — Schedule A — Revenue Build -
AS FILED REVISED REDACTED.xIsx.

b. It appears that the comparison being made is between the $3,406,420 in WSCK’s 2021
annual report, page W-9, and WSCK’s $3,254,466 from Exhibit 29. There are a multitude of
reasons that contribute to this variance. First, WSCK’s comparable service revenue number for
transactions in 2021 is $3,236,236.91 (see PSC DR 1-49 Exhibit 29 — Schedule A — Revenue
Build — AS FILED REVISED REDACTED.xIsx, tab entitled “Water Data’, for the source
information of this assertion). Thus, WSCK has forecasted for an increase of $18,229 from its
2021 level of service revenue, not a decrease. The difference between the $3,236,236.91 and the
$3,406,420 that has been used to identify these variances is attributable to: $137,505 in

management service revenues that will no longer be collected, $39,671 in accrued revenue (not
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reflected in pro-forma Base Period or Forecast Period revenues), and $7,698 in Other Revenues.
Also included in this $3,406,420 are an offsetting $14,583 in various bill adjustments.

For the test year ending 12/31/2023, WSCK makes three adjustments to its Base Period:

1) WSCK produces an annual bill count based on the 03/31/2022 customer counts, thus
normalizing at the current number of customers (details of this normalization are
provided in “PSC DR 1-49 Exhibit 29 — Schedule A — Revenue Build — AS FILED
REVISED REDACTED.xIsx”, tab ‘Bill Units Summary’);

2) WSCK has forecasted for 0.46% customer decline (i.e., reduction to the bill count) for
its non-fire related bills (details of this customer decline estimation are provided in
“PSC DR 1-49 Exhibit 29 — Schedule A — Revenue Build — AS FILED REVISED
REDACTED.xIsx”, tab entitled ‘Customer Decline’); and,

3) WSCK has forecasted for 0.30% consumption decline (i.e., reduction to the usage per
bill) for its metered customers (details of this consumption decline estimation are
provided in “PSC DR 1-49 Exhibit 29 — Schedule A — Revenue Build — AS FILED
REVISED REDACTED.xIsx”, tab entitled ‘Usage Decline’).

In total, WSCK is forecasting an increase, not a decrease, of $7,425 in its Forecast Period from
its Base Period, which can be attributed to the normalization of bill counts net of the impact of
consumption and customer decline. Thus, for neither its Base Period nor its Test Period is
WSCK forecasting a decrease from 2021 service revenues.

C. Rates from 2020-00160 were placed into effect on 12/08/2020.

d. Rates from WSCK’s last case, 2020-00160, would have produced $2,797,581 in service
revenue in 2021, or $438,656 less than the $3,236,237 WSCK actually experienced (Please refer

to AG DR 1-90 Service Revenue under Old Rates.xlIsx, tab AG DR 1-90 2021 Prev. Rate).
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Under rates from 2020-00160, WSCK’s current Base Period would produce service revenues of
$2,806,611, or $429,626 less (please refer to AG DR 1-90 Service Revenue under Old
Rates.xlIsx, tab AG DR 1-90 BY Prev. Rate). WSCK’s Forecast Period would produce service
revenues of $2,813,912, or $422,325 less (please refer to AG DR 1-90 Service Revenue under
Old Rates.xlsx, tab AG DR 1-90 TY Rate).

Witness: James Kilbane
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AG DR 1-91:

Refer to the Application, Exhibit 29.1, which shows service revenues for the actual and
estimated portions of the base year and forecast year. Provide a schedule which shows the
monthly service revenues and net water volume sales amounts recorded by month for 2019,
2020, 2021, and for each month in 2022 with available information. Consider this an ongoing
request for supplemental data as it becomes available throughout the remainder of this case.
Response: Please refer to Attachment AG DR 1-91 Revenue Statistics.xIsx.

Witness: James Kilbane
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AG DR 1-92:

Refer to the Kilbane Testimony, page 8, regarding the base year customer usage forecast
based on the average for the last 15 months (January 2021 through March 2022). Provide all
inputs and the calculation in electronic format with all formulas intact.

Response: Please refer to PSC DR 1-49 Exhibit 29 — Schedule A — Revenue Build — AS FILED
REVISED REDACTED.xIsx, worksheet entitled “Bill Units Summary”.

Witness: James Kilbane.
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AG DR 1-93:

Refer to the Application, Exhibit 29, Schedule A, page 6 of 6, which shows historical and
projected revenue statistics.

a. Provide in the same format the monthly actual and projected data for each month
in the as-filed base year. Provide in electronic format with all formulas in place.

b. Provide in the same format the monthly actual data for each month April 2022
through the most recent month with available data. Provide in electronic format with all formulas
in place.

C. Explain all known reasons why the sum of the water sales for all classes in
thousands of gallons is much lower in 2021 as compared to each of the other years, 2017-2020,
with historical information provided.

Response:

a. Please refer to AG 1-91 Revenue Statistics.xIsx, attached in response to AG DR 1-91.
b. Please refer to AG 1-91 Revenue Statistics.xlIsx, attached in response to AG DR 1-91.
C. Please refer to AG 1-91 Revenue Statistics.xlIsx, attached in response to AG DR 1-91.

When direct billing data is used to identify usage per year, the following volumes result:

Year Volume (Kgals)
2017 408,712,999
2018 437,210,883
2019 392,133,106
2020 381,338,398
2021 382,611,482
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WSCK disagrees with the assertion that water sales in 2021 are much lower than those in 2017-
2020. As demonstrated in the table above and in “AG 1-91 Revenue Statistics.xIsx”, 2020°s
usage was below that of 2021. Further, throughout 2017-2020, a clear decline in usage occurred
and likely contributed to a below average usage rate in 2021.

Witness: James Kilbane



Case No. 2022-00147
Water Service Corporation of Kentucky
Responses to Attorney General First Request for Information

AG DR 1-94:

Refer to the Application, Exhibit 29.7, which shows among other things the maintenance
& repair expenses by account for the actual and estimated portions of the base year. Refer to the
amounts for the following accounts for the actual first six months of the base year and for the
projected second six months of the base year. For each listed account, explain all known reasons
why the expense amount is so much greater in the projected last six months of the base year than

in the first six months of the base year that included actual amounts.

Base Year Actuals  Base Year Projected Increase
Account First Six Months 2" Six Months Amount
a. 512002 $2,608.18 $8,762.82 $6,154.64
b. 512003 $695.40 $3,355.60 $2,660.20
c. 512014 $978.65 $5,115.35 $4,136.70
d. 512022 $0 $7,950.00 $7,950.00
e. 512900 $10,467.58 $22,821.07 $12,353.49
f. 513900 $4,573.63 $8,860.11 $4,286.48

Response:

For all Base Period expenses shown, the projected Base Period total is based on a normalized
annual expense level, regardless of actual activity reflected, as these expenses do not necessarily

incur evenly over a given 12-month period.

a. Annual forecast based on 2021 actual spending

b. Annual forecast based on average of 2020 and 2021 actual spending

C. Annual forecast based on average of 2020 and 2021 actual spending

d. This is a City of Clinton wastewater expense and the total of $7,950 should be removed

from the revenue requirement, it will not be incurred in 2022 or going forward.
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e. Annual forecast based on average 2020 and 2021 actual spending. $3,296 should be
removed from the revenue requirement due to being related to Clinton Wastewater expenses that
will not be incurred in the base period nor the future test year.

f. Annual forecast based on average 2020 and 2021 actual spending. $295 should be
removed from the revenue requirement due to being related to Clinton Wastewater expenses that
will not be incurred in the Base Period nor the Forecast Period.

Witness: James Kilbane
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AG DR 1-95:

If not already addressed in the response to subpart d. of the previous question, describe in
detail the “Other Contracted Workers” in account 512022 amounting to $7,950.00 in expense
projected in the base year and the test year and indicate whether this is a new expense and
explain why it is added.

Response: This has been identified as a City of Clinton wastewater expense and should be
removed from the revenue requirement; it will not be incurred in 2022 or going forward
Witness:

James Kilbane
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AG DR 1-96:

Refer to the Application, Exhibit 29.9 which shows among other things the chemical
expenses by account for the actual and estimated portions of the base year. Refer to the amounts
for the following accounts for the actual first six months of the base year and for the projected
second six months of the base year. For each listed account, explain all known reasons why the
expense amount is so much greater in the projected last six months of the base year than in the

first six months of the base year that included actual amounts.

Base Year Actuals  Base Year Projected Increase

Account First Six Months 2" Six Months Amount
a. 514001 $15,468.51 $23,469.00 $8,000.49
b. 514900 $24,382.36 $37,537.64 $13,155.28

Response: Many of the chemicals WSCK uses come in bulk annually or semi-annually, so the
timing of the actual incurred cost does not align with the usage. Excel file PSC DR 1-50
Chemicals Simplified.xlsx reveals the projected annual usage cost for calculations A and B
above.

Witness: James Kilbane
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AG DR 1-97:

Refer to the Application, Exhibit 29.14, which shows among other things the pensions
and other benefits expenses by account for the actual and estimated portions of the base year and
for the test year.

a. Explain all reasons why the 401K Profit Sharing expense in account 531001 is
projected to increase by approximately 26.1% ($5,786.34 increase/$22,170.94) from the base
year to the test year.

b. Explain all reasons why the 401K Match expense in account 531002 is projected
to increase by approximately 81.4% ($16,722.81 increase/$20,553.57) from the base year to the
test year.

C. Explain all reasons why Employee Insurance Deductions expense in account
532005 is projected to be $0 in the test year, when the amount projected for the base year equals
($48,778.12), which is the equivalent of an increase in expenses of $48,778.12 in the test year.

d. Confirm that the Company does not participate in any defined pension and/or
OPEB benefit plans. If not confirmed, explain since there are no specific accounts listed for
those purposes.

Response:

a & b. The Base Period used to forecast the projected increase in 401K Profit Sharing and Match
expenses includes 6 months actuals, which exclude the merit increase that occurred April 1,
2022, and the merit and wage adjustment increases that will be effective April 1, 2023. It also
includes the difference caused by an employee not taking advantage of the full 401k match.

Also, the Base Period actuals include various open positions during the first 6 months. Please
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see Excel file PSC DR 1-49 Exhibits 18-32-29 - Schedule B - S&W-Payroll Taxes-Benefits
REDACTED for the formulas related to the Forecast Period.

C. The employee insurance deduction represents the amounts withheld from employee
paychecks for health benefits, effectively an offset of the gross employer costs in account
532006. The Forecast Period was presented as the net employer cost, therefore only a net value
was shown in account 532006.

d. The Company does not participate in defined benefit plans.

Witness: James Kilbane
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AG DR 1-98:

Refer to the Application, Exhibit 29.15 which shows among other things the rent
expenses by account for the actual and estimated portions of the base year. Refer to the amounts
for the following account for the actual first six months of the base year and for the projected
second six months of the base year. For the listed account, explain all known reasons why the
expense amount is so much greater in the projected last six months of the base year than in the

first six months of the base year that included actual amounts.

Base Year Actuals  Base Year Projected Increase
Account First Six Months 2" Six Months Amount
571100 $4,333.34 $14,445.00 $10,111.66

Response: Many of the payments for the annual lease renewals for railroad easements had not
been processed nor received by March 31, 2022. The projected rent expense and calculation is
shown in Excel file PSC DR 1-50 Rents.xIsx

Witness: James Kilbane



Case No. 2022-00147
Water Service Corporation of Kentucky
Responses to Attorney General First Request for Information

AG DR 1-99:

Refer to the Application, Exhibit 29.16, which shows among other things the insurance
expenses by account for the actual and estimated portions of the base year. Refer to the amounts
for the following account for the actual first six months of the base year and for the projected
second six months of the base year. For the listed account, explain all known reasons why the
expense amount is so much greater in the projected last six months of the base year than in the

first six months of the base year that included actual amounts.

Base Year Actuals  Base Year Projected Increase
Account First Six Months 2" Six Months Amount
560400 $0 $14,152.18 $14,152.18

Response: The account shown is where the Company records insurance claims that are below
WSCK’s insurance deductible or issues that WSCK’s insurer will not cover. The projected is
based on historical averages; though the Company has not incurred insurance expenses in the
first 6 months, the activity in the account is often inconsistent as it is dependent on insurance

claims activity.

Witness: James Kilbane
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AG DR 1-100:

Refer to the Application, Exhibit 29.18, which shows among other things the miscellaneous
expenses by account for the actual and estimated portions of the base year. Refer to the proforma
adjustment in the test year for account 629900 “Other Misc Expense” which adds $7,975 to test

year expense.

a. Confirm that this is the amount added to the test year expense associated with the
AMI project.
b. Explain all the components of this new expense and why each component is

added to the revenue requirement.

Response:

a. $7,975 is the amount added to the test year expense.

b. Other Misc Expense is the annual expense for the AMI infrastructure annual training
offered and subscriptions required to utilize the AMI equipment. Please see Excel file PSC DR
1-49 Exhibit 41 - AMI cost impacts REDACTED.xlsx, Quote and Details tab.

Witness: James Kilbane
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AG DR 1-101:

Refer to the Application, Exhibit 29.22, which shows among other things the taxes other
than income expenses by account for the actual and estimated portions of the base year. Refer to
the amounts for the following accounts for the actual first six months of the base year and for the
projected second six months of the base year. For the listed account, explain all known reasons
why the expense amount is so much greater in the projected last six months of the base year than

in the first six months of the base year that included actual amounts.

Base Year Actuals  Base Year Projected Increase
Account First Six Months 2" Six Months Amount
641100 $25,025.27 $39,011.42 $13,986.15

Response: The second 6 months assume full employment, no vacancies, and merit increases that
went into effect on April 1, 2022. The prior 6 months included 3 vacancies that occurred within

that period.

Witness: James Kilbane
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AG DR 1-102:

Refer to the Application, Exhibit 41, which shows the annual revenue requirements for
the AMI program utilizing December 31 balances for each year 2023 through 2027.

a. In similar format for one year, provide the revenue requirement for the AMI
project for the test year based on the 13-month average rate base costs and related expense
accounts included in the Company’s filing. Provide in electronic format with all formulas intact.

b. Indicate the depreciation rate used to project depreciation expense for the AMI
project investment and describe how it was determined. If there was a calculation of the rate,
provide in electronic format with all formulas in place.

Response:

a. Please see attached Excel file AG DR 1-102 Exhibit 41 - AMI cost impacts REDACTED
- Forecast Period.xIsx.

b. The Company used the currently authorized depreciation rate for the Meters asset account
of 2.25%.

Witness: James Kilbane
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AG DR 1-103:

Provide a list of the Company’s vehicles which include year, make, and model. In
addition, indicate on the list the two vehicles that the Company intends to replace in 2022 and
2023, and provide the plant in service amount and accumulated depreciation amount related to

those vehicles as of the end of December 2021.

Response: Please see Excel file AG DR 1-072 - Exhibits 10-20-28 - Schedule A - Rate Base
Components Updated 7.28.22.xlIsx, Vehicles-Computers tab for the vehicle details requested.
The two vehicles that have been replaced or will be replaced — are the 2008 Chevy Silverado in

2021 and 2011 Toyota Prius in 2023 are highlighted in yellow.

Witness: James Kilbane
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AG DR 1-104:

Refer to the Application, Exhibit 41, which shows the annual revenue requirements for
the AMI program utilizing December 31 balances for each year 2023 through 2027. In similar
format for one year, provide the revenue requirement for the Transmission Main Replacement
project for the test year based on the 13 month average rate base costs and related expense
accounts included in the Company’s filing. Provide in electronic format with all formulas intact.

Response: Please see attached Excel file AG DR 1-102 Exhibit 41 - AMI cost impacts

REDACTED - Forecast Period.xlsx, AG DR 1-104 tab.

Witness: James Kilbane
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AG DR 1-105:

Refer to the Kilbane Testimony, page 11, regarding the depiction of “Captime” for the
base and projected periods.

a. Provide the calculation of the Base Period “Captime” amounts in electronic
format with all formulas intact and describe the components of the calculation.

b. Provide the total capital dollars and the “Captime” amounts recorded for each
year 2017 through 2021 and to date during 2022.

C. Provide the estimated “Captime” during the test year separately for the Clinton
Water Main project, the AMI meter project, and all others. In addition, provide the calculation of
the estimates for each in electronic format with all formulas intact.

d. Do the “Captime” amounts include a provision for payroll taxes? If so, describe.
If not, explain why not.
Response:
a. The Captime in the Base Period is the 2022 Budgeted Captime based on the average of
2020 actuals and 2021 forecasted as of June 2021
b. Please see Excel file AG DR 1-105 Captime.xIsx.
C. For AMI cost please see PSC DR 1-49 -Exhibit 41 AMI Cost impact REDACTED.xlsX,
for Main replacement please see Excel file AG DR 1-105 Captime.xIsx.
d. Captime rates include base wages as well as benefits, payroll taxes, insurance, and

transportation.

Witness: James Kilbane
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AG DR 1-106:

Refer to the Kilbane Testimony, page 12, regarding the deferred maintenance costs and to
the Application, Exhibit 28.8. Provide a schedule that shows the beginning and ending balances
and all activity during the year for account 181002 Def Chgs — Tank Maint and Repair and
account 182002 Acc. Amort -Def Chgs — Tank Maint and Repair for 2018, 2019, 2020, 2021,
and through the most recent month with available data. Identify and separate the balances by
specific tank maintenance project, indicate the amortization periods utilized to record
amortization for each deferral project, and cite all authorities for those amortization periods.
Response: Please see Excel file AG DR 106 Deferred.xIsx.

All the deferred tank charges included in the current filing were included in Case No. 2020-
00160. The only adjustment in the final order was to the amortization period of the tank
reconditioning projects, noted in the attachment as asset numbers 1013221 and 1013222. All
other deferred tank amortization periods were not adjusted in the final order.

Witness: James Kilbane
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AG DR 1-107:

Refer to the Kilbane Testimony, pages 13 and 14, regarding the computations for
transportation expense applicable to the Application, Schedule 29.10. Provide the workpaper
computations performed in electronic format with all formulas intact.

Response: Please see Excel file PSC DR 1-50 Fuel Cost Estimated.xIsx for fuel cost. For all
other transportation costs, please see Excel file PSC DR 1-50 Adaptive Files.xIsx.

Witness: James Kilbane
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AG DR 1-108:

Refer to the Kilbane Testimony, page 20, regarding the computations for property tax.
Provide the workpaper computations performed in electronic format with all formulas intact.
Response: Please see Excel file PSC DR 1-49 Exhibits 27-28-29 and subparts — Rev Reqt 2022
WSCKY as Filed.xlIsx, tab TOTI, cell T24.

Witness: James Kilbane
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AG DR 1-109:

Refer to the Kilbane Testimony, page 26, and the Application, Exhibit 29, Schedule C,
regarding the allocation of capital costs for the Fusion project.

a. Provide the amortization period of the asset used to determine the amortization
expense in the revenue requirement and explain the basis of using that period of time.

b. Explain why these capitalized costs are included as a non-current asset, subject to
amortization, and not part of plant in service, subject to depreciation.
Response:
a. Please see response to AG DR 135. The amortization period reflects the non-cancelable
term of the arrangement — 5 years, plus the period covered by the option to extend the
arrangement if Corix is reasonably certain to exercise that option. Please see the attached
guidance document issued by Grant Thornton on implementation costs for cloud computing,
PDF file AG DR 1-109 NDS-2018-11-implementation-costs-hosting-arrangement.pdf, page 5.
b. As the Fusion ERP system constitutes a cloud computing system, it cannot be classified
as a fixed asset. Corix has identified Fusion as meeting the criteria of a service contract, as it
does not own software licenses for the product, and capitalizable costs must therefore be
categorized as a non-plant asset and amortized. This treatment is consistent with FASB EITF
17-A and FASB Subtopic 350-40-30-5.

Witness: James Kilbane
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AG DR 1-110:

Refer to the Baryenbruch Testimony, page 15. Expand the table to include the same

information for the years 2017, 2018, and 2019.

Response: Please see below.

2017 2018 2019
WSCK Actual Actual Actual
Corporate Support Services $ 719583 $ 886601 $ 704,071
Customer Count 7,199 7,193 7,920
Cost per Customer $ 100 $ 123 $ 89

Witness: Pat Baryenbruch
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AG DR 1-111:

Refer to the Watkins Testimony, page 4. Provide the percentage comparison to the
market midpoint for each individual component of total compensation for 2022.
Response: Please refer to AG DR 1-41.

Witness: Quentin M. Watkins
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AG DR 1-112:
Refer to the Watkins Testimony, page 4.
a. Provide the percentage increases for each position assumed for 2023 in order to
take base compensation from 5% below the market midpoint to 3% above the market midpoint.
b. Provide the percentage comparison to the market midpoint for each individual
component of total compensation projected for 2023.
Response:
a. Please refer to Attachment AG DR 1-41.
b. As stated in the response to AG DR 1-41, Mr. Watkins did not conduct the total
compensation analysis for 2023. The base compensation analysis is company-specific for the

analysis of 2023 costs as compared to the health and retirement benefits analysis.

Witness:

Quentin M. Watkins
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AG DR 1-113:

Refer to the monthly variance reports provided as Exhibit 22. A number of the monthly
variance reports show that salaries were lower than budget due to two open positions. Describe
the positions that were open, the location of each, how long the positions were open, and whether
the positions have now been filled.

Response: The Field Tech 1 position in Middlesboro has been filled. The position was open for
approximately 12 months. The Student Operations Apprentice position in Kentucky remains
open for applications. The position has been open for approximately 14 months. This position
was reposted 4 months ago, prior to the end of the school year.

Witness: Colby Wilson
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AG DR 1-114:

Refer to the Kilbane Testimony, page 10, which discusses base year and forecast year
estimates for salaries, taxes, and benefits for employees.

a. Provide a detailed breakdown of the amounts estimated for the base year and
forecast year by employee, including merit raises and competitive wage adjustments assumed, in
electronic format with all formulas intact.

b. Provide the annual raise that Water Service Kentucky provided to each of its
employees as well as the average for all employees for the calendar years 2017, 2018, 2019,
2020, 2021, and 2022. In addition, identify the location of each employee that received an annual
raise in the calendar years listed.

C. Identify all bonuses that Water Service Kentucky provided to its employees for
the calendar years 2017, 2018, 2019, 2020, 2021, and 2022. Identify the location of each
employee that received a bonus in the calendar years listed.

Response:

a & b. Please see Excel file PSC DR 1-49 Exhibit 18-32-29 - Schedule B - S&W-PR Taxes-
Benefits CONFIDENTIAL.xIsx.

C. Please see response to AG DR 1-3.

Witness: James Kilbane
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Water Service Corporation of Kentucky
Responses to Attorney General First Request for Information

AG DR 1-115:

Refer to the Wilson Testimony, page 5, and further to the tables showing the
unaccounted-for-water (“UFW?) statistics for 2021 for Middlesboro and Clinton. Provide in the
same format the annual UFW statistics separately for Middlesboro and Clinton for 2017, 2018,
2019, 2020, and thus far for 2022.

Response:
2017- Clinton=5.9%

Middlesboro=3.2%
2018- Clinton=14.9%

Middlesboro=13.9%
2019- Clinton=8.4%

Middlesboro=14.3%
2020- Clinton=6.7%

Middlesboro=19.6%
2022 thru June- Clinton=7.52%

Middlesboro=16.11%

Witness: Colby Wilson



Case No. 2022-00147
Water Service Corporation of Kentucky
Responses to Attorney General First Request for Information

AG DR 1-116:

Refer to the projected balance sheet provided as Application, Exhibit 15, and further to
line 53, which shows projected 2023 Other Non Current Liabilities of $395,726. Provide a
breakdown of this projected amount by individual balance and indicate whether each amount

was included in rate base, and if not why not.

Response:
Amount Description Entity
(39,774.19) Non-Qualified Deferred Compensation ~ WSC - Allocated
(76,154.27) Reserve for Chicago Office Rent WSC - Allocated
(2,122.18) TCJA Excess ADIT WSC - Allocated
(52,360.00) TCJA surcredit liability WSCK
(225,315.21) ASC 842 - Operating Lease Reserve WSC - Allocated
(395,725.85)

Non-Qualified Deferred Compensation: This balance represents certain employee
elections to defer compensation (base salaries and/or EIP) for future payment. CRU
records the liability for the future payments, while purchasing COLI assets to informally
fund the liability. As the liability and asset balances are designed to approximately
offset, there is no need to include the amount above in the rate base.

Reserve for Chicago Rent: This balance reflects the reserve created by the rent
abatements and Tenant Improvement Credits included in the WSC’s Chicago office lease,
which are created by the lease accounting requirements to capture the difference in rent
paid and the straight-line expense recorded over the lease term. As tenant improvements
funded by the agreement’s credit are included in WSC’s allocated fixed assets and CRU’s
recorded rent expense exceeded its payments due to rent abatement for the first 27

months of the lease, the Company is agreeable to including the WSCK allocated portion



Case No. 2022-00147
Water Service Corporation of Kentucky
Responses to Attorney General First Request for Information

of rent liability in its rate base. The Company has attached an updated balance for the 13-
month average for 2023, please see Excel file AG DR 1-116 Chicago Rent Schedule.xIsx.
TCJA Excess ADIT: This balance represents the Excess ADIT established in 2017,
adjusted in 2018, for WSC. WSC expects to write off this balance in 2022.

TCJA Surcredit Liability: This balance represents the accrual of the TCJA surcredit that
was approved in the Company’s 2018 rate case and returned to customers in 2019. As
the liability has now been returned to customers, the above balance will be written off.
ASC 842 Operating Lease Reserve: CRU adopted ASC 842 in 2022, and therefore was
required to establish reserves for the value of operating leases — both right-of-use asset
and lease liability balances. While the liability balance noted above has begun allocation
to CRU affiliates, the final accounting of the allocations is still being determined.
However, because the asset and liability reserves are designed to approximately offset,
and represent a financial statement presentation and not solely the requirement of future
payment, there is no need to include the amount above in rate base.

Witness: James Kilbane
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Water Service Corporation of Kentucky
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AG DR 1-117:

Refer to the corporate and regional income statement allocations of costs from WSC and
Corix reflected in the Application, Exhibit 26. Provide the same information related to years
2016, 2017, and 2018.
Response: Please see below.

2016 2017 2018

WSC ¢ 716,364 $ 719583 $ 767,338
Corix $ 119,263

Total § 716364 $ 719583 $ 886,601

Witness: James Kilbane



Case No. 2022-00147
Water Service Corporation of Kentucky
Responses to Attorney General First Request for Information

AG DR 1-118:

Refer to the allocations of balance sheet costs from WSC reflected in the Application,
Exhibit 26. Provide a breakdown of the allocated long term assets of $131,323 and long term
liabilities of ($112,056) in the forecast period and indicate whether those amounts are included in
the revenue requirement. If included, explain how. If not included, explain why not.

Response:

Long Term Asset: This balance consists of the Non-Current Asset for the Fusion

Implementation, as shown in Exhibit 28.7. Exhibit 28.7 reflects the 13-month average of

the asset, while Exhibit 26 reflects the year-end balance.

Long Term Liabilities:

Amount Description Entity
(35,144) Non-Qualified Deferred Compensation ~ WSC - Allocated
2,453 ADIT WSC - Allocated
(77,951) Reserve for Chicago Office Rent WSC - Allocated
(1,414) TCJA Excess ADIT WSC - Allocated
(112,056)

Non-Qualified Deferred Compensation: Please see response to AG DR 1-116 above.
Reserve for Chicago Rent: Please see response to AG DR 1-116 above.

TCJA Excess ADIT: Please see response to AG DR 1-116 above.

ADIT: This balance represents WSC’s ADIT balance allocated to WSCK. The Company
has not historically requested inclusion in the rate base of this item.

Witness: James Kilbane



Case No. 2022-00147
Water Service Corporation of Kentucky
Responses to Attorney General First Request for Information

AG DR 1-119:

Refer to the Direct Testimony of Dylan W. D’ Ascendis (“D’Ascendis Testimony”).
Provide all workpapers and supporting documentation used and relied upon by Mr. D'Ascendis
in the preparation of his Direct Testimony, schedules, and exhibits. Provide all spreadsheets in
Excel format with cell formulas intact.

Response: Please see response to PSC DR 2-20.

Witness: Dylan D’ Ascendis
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AG DR 1-120:

Provide copies of all articles and publications cited by Mr. D'Ascendis in his Direct
Testimony.
Response: Please see response to PSC DR 2-20.

Witness: Dylan D’ Ascendis
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AG DR 1-121:
Provide Mr. D'Ascendis’ exhibits in native spreadsheet format with cell formulas intact.

Response: Please see response to PSC DR 2-20.

Witness: Dylan D’ Ascendis
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AG DR 1-122:
If not provided previously, provide all supporting documentation and spreadsheet

analyses for Mr. D'Ascendis' size adjustment, the description of which begins on page 46 of his

Direct Testimony.

Response: Please see response to PSC DR 2-20.

Witness: Dylan D’ Ascendis
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Water Service Corporation of Kentucky
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AG DR 1-123:

Refer to the D’ Ascendis Testimony, page 20. Provide the most recent update to the Blue
Chip Financial Forecasts.
Response: Please see Attachments AG DR 1-123 (a) and (b) which contain the latest long-term
and short-term Blue Chip forecasts.

Witness: Dylan D’ Ascendis
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Case No. 2022-00147
Water Service Corporation of Kentucky
Responses to Attorney General First Request for Information

AG DR 1-124:

If not provided previously, provide all supporting spreadsheets, workpapers, and
documentation for the risk premium calculations included in the D’ Ascendis Testimony, Exhibit
9.5, Schedule DWD-4. Include all source data used in the calculations. Provide all spreadsheets
in Excel format with cell formulas intact.

Response: Please see response to PSC DR 2-20.

Witness: Dylan D’ Ascendis
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Water Service Corporation of Kentucky
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AG DR 1-125:

Refer to the D’ Ascendis Testimony, page 19, and specifically Mr. D'Ascendis’ discussion
of the Predictive Risk Premium Model ("PRPM").

a. Aside from Mr. D'Ascendis, provide names of the other colleagues or rate of
return witnesses who have presented the PRPM in proceedings to estimate the risk premium rate
of return for regulated utilities. Include in the response the case number, regulatory jurisdiction,
and year.

b. Provide the proceedings of which Mr. D'Ascendis is aware in which regulatory
commissions have accepted or rejected the PRPM. Include in the response the case number, year,
and a copy of the Commission’s Order.

C. Provide evidence that the PRPM method is widely used and accepted by investors
to estimate their required return on equity (“ROE”) for regulated utilities.

Response:

a. While Mr. D’ Ascendis has not performed an exhaustive review of all past regulatory
proposals of the PRPM, he understands that Pauline M. Ahern, Frank J. Hanley, Robert B.
Hevert, and John Perkins have similarly included PRPM analyses in regulated utility cases for
which they provided testimony. WSCK objects to providing the case number, regulatory
jurisdiction, and year of cases in which the above listed individuals have presented the PRPM to
estimate the risk premium rate of return for regulated utilities. This information is publicly
available, and the Attorney General may access it easily.

b. The North Carolina Utilities Commission accepted the PRPM, in part, as shown in AG
DR-1-125 (a) Carolina Water Service Rate Case Order; the Public Service Commission of South

Carolina accepted the PRPM, as presented in this proceeding, as shown in AG DR-1-125 (b)
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2017-292-WS; the Florida Public Service Commission rejected the PRPM as shown in AG DR-
1-125 (c) Utilities, Inc., Docket No. 20200139 Final Order; and as discussed in Mr. D’ Ascendis’
Direct Testimony, this Commission rejected the PRPM in Case No. 2021-00214, as shown on
AG DR-1-125 (d) 20220519 PSC_ORDER Atmos Ky.

C. Please refer to pages 18 through 24 of Mr. D’ Ascendis’ Direct Testimony.

Witness: Dylan D’ Ascendis



















































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































































Case No. 2022-00147

Water Service Corporation of Kentucky

Response to AG_DR_1-125 (d) - Atmos Energy Order
Page 81 of 82

Nonrecurring Charges

Meter Set (Regular Hours) $3.00
Meter Set (After Hours) $44.00
Turn-On (Regular Hours) $3.00
Turn-On (After Hours) $28.00
Read (Regular Hours) $3.00
Read (After Hours) $14.00
Reconnect Delinquent Service (Regular Hours) $3.00
Reconnect Delinquent Service (After Hours) $47.00
Seasonal Charge (Regular Hours) $3.00
Seasonal Charge (After Hours) $60.00
Meter Test Charge $20.00
Returned Check Charge $4.00
Late Payment Fee (G-1 Residential) 0%

Late Payment Fee (G-1 Commercial and Public Authority) 5%

Optional Facilities Charge for Electronic Flow Measurement Equipment
Class 1 EFM equipment (<$7,500, including installation costs) $75.00 per month
Class 2 EFM equipment (>$7,500, including installation costs) $175.00 per month

Appendix B
Page 3 of 3 Case No. 2021-00214
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AG DR 1-126:

Refer to the D’ Ascendis Testimony, page 47, and his recommended ROE of 10.60%.
Given Mr. D'Ascendis' recommended adjusted range of 10.63% - 12.72%, explain in detail how
Mr. D'Ascendis arrived at his recommended ROE of 10.60%, which is 3 basis points below the
low end of his recommended range.
Response: Mr. D’ Ascendis recommends an ROE of 10.60% for WSCK after his review of both
the unadjusted and adjusted indicated ranges of ROEs stemming from the application of the cost
of common equity models to the Utility Proxy Group and Non-Price Regulated Proxy Group that
he discusses on pages 5 and 6 of his Direct Testimony.

Witness: Dylan D’ Ascendis
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AG DR 1-127:

Did Mr. D'Ascendis exclude any companies from his water proxy group? If so, provide
the names of all companies that were excluded and the reasons for exclusion.
Response: No, he did not.

Witness: Dylan D’ Ascendis
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